DAIRY PRODUCTS PRICE-SUPPORT AND 
SELF-HELP POLICIES 


HEARINGS 


SUBCOMMITTEE ON DAIRY PRODUCTS 
OF THE 
COMMITTEE ON AGRICULTURE 
HOUSE OF REPRESENTATIVES 
EIGHTY-FIFTH CONGRESS 
SECOND SESSION 


ON 


PRICE SUPPORTS 
H. R. 10669 and H. R. 10671 


SELF-HELP POLICIES 
H. R. 1077, H. R. 2186, H. R. 9741, H. R. 10043, 
H. R. 10060, H. R. 10115, H. R. 10126, H. R. 
10129, H. R. 10135, H. R. 10211, H. R. 10403, 
H. R. 10593, H. R. 10670, H. R. 12053, and 
H. R. 12291 


MAY 12, 13, 14, 15, 21, AND 22, 1958 


Printed for the use of the Committee on Agriculture 


Serial OO 


PART 2 


a 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1958 








COMMITTEE ON AGRICULTURE 
HAROLD D. COOLEY, North Carolina, Chairman 


W. R. POAGE, Texas, Vice Chairman 


GEORGE M. GRANT, Alabama 

E. C. GATHINGS, Arkansas 

JOHN L. McMILLAN, South Carolina 
THOMAS G. ABERNETHY, Mississippi 
CARL ALBERT, Oklahoma 
WATKINS M. ABBITT, Virginia 
JAMES G. POLK, Ohio 

CLARK W. THOMPSON, Texas 
PAUL C. JONES, Missouri 

JOHN C. WATTS, Kentucky 
HARLAN HAGEN, California 
LESTER R. JOHNSON, Wisconsin 
VICTOR L. ANFUSO, New York 
ROSS BASS, Tennessee 

COYA KNUTSON, Minnesota 

W. PAT JENNINGS, Virginia 

D. R. (BILLY) MATTHEWS, Florida 


WILLIAM 8S. HILL, Colorado 
CHARLES B. HOEVEN, Iowa 

SID SIMPSON, Illinois 

PAUL B. DAGUB, Pennsylvania 
RALPH HARVEY, Indiana 

PAGE BELCHER, Oklahoma 
CLIFFORD G. McINTIRE, Maine 
WILLIAM R. WILLIAMS, New York 
ROBERT D. HARRISON, Nebraska 
HENRY ALDOUS DIXON, Utah 
WINT SMITH, Kansas 

OTTO KRUEGER, North Dakota 
CHARLES M. TEAGUE, California 
DONALD E. TEWES, Wisconsin 
ALBERT H. QUIB, Minnesota 


DELEGATES 
E. L. BARTLETT, Alaska 


JOHN A. BURNS, Hawaii 


RESIDENT COMMISSIONER 
A. FERNOS-ISERN, Puerto Rico 


Mrs. MABEL C. DOWNEY, Clerk 


Hype H. MuvurRRay, 


Assistant Clerk 


JOHN J. HEIMBURGER, Counsel 
FRANCIS M. LEMAY, Consultant 


SUBCOMMITTEE ON DAIRY PRODUCTS 


THOMAS G. ABERNETHY, Mississippi, Chairman 


JAMES G. POLK, Ohio 

LESTER R. JOHNSON, Wisconsin 
COYA KNUTSON, Minnesota 
JOHN A. BURNS, Hawaii 


It 


WILLIAM R. WILLIAMS, New York 
DONALD B. TEWES, Wisconsin 
ALBERT H. QUIB, Minnesota 





DEPOSITED BY THE 
NITED STATES OF AMERICA 


CONTENTS 


H. R. 1077. A bill to provide an adequate, balanced, and orderly flow of 

milk and dairy products in interstate and foreign commerce; to stabilize 

prices of milk and dairy products; to impose a stabilization fee on the Page 

marketing of milk and butterfat; and for other purposes at 287 
H. R. 2186. A bill to provide an adequate, balanced, and orderly flow 

of milk and dairy products in interstate and foreign commerce; to 

stabilize prices of milk and dairy products; to impose a stabilization fee 

on the marketing of milk and butterfat; and for other purposes 297 
H. R. 9741. A bill to provide an adequate, balanced, and orderly flow of 

milk and dairy products in interstate and foreign commerce, and for 

other purposes - - - 307 
I. R. 10043. A bill to provide an adequate, balanced, and orderly flow of 

milk and dairy products in interstate and foreign commerce, and for 

other purposes _ - 31 
H. R. 10060. A bill to provide for a national self-help dairy stabiliz: ition 

program and to provide for an adequate balanced and orderly flow of 

milk and dairy products in interstate and foreign commerce, and for 

other purposes . - 331 
H. R. 10115. A bill to provide an n adequate, balanced, and orderly flow 

of milk and dairy products in interstate and foreign commerce, and for 

other purposes - - 343 
H. R. 10126. A bill to provide for a national self- he lp dairy stabilization 

program and to provide for an adequate balanced and orderly flow of milk 

and dairy products in interstate and foreign commerce, and for other 

purposes _ - — - : ; . 355 
{. R. 10129. A bill to provide for a national self-help dairy stabilization 

program and to provide for an adequate balanced and orderly flow of 

milk and dairy products in interstate and foreign commerce, and for 

other purposes 367 
H. R. 10135. A bill to provide for a national self-help dairy stabiliz: ition 

program and to provide for an adequate balanced and orderly flow of 

milk and dairy products in interstate and foreign commerce; and for 


) 


other purposes - - - 379 
H. R. 10211. A bill to provide an adequi ite, balanced, and onte rly flow 

of milk and dairy products in interstate and foreign commerce, and for 

other purposes - - data ae 390 


H. R. 10403. A bill to provide an adequate, balanced, and orderly flow 

of milk and dairy products in interstate and foreign commerce and for 

other purposes - - , 102 
H. R. 10593. A bill to provide an adequate, balanced, and orderly flow 

of milk and dairy products in interstate and foreign commerce, and for 


ee purposes - - - 114 
_R. 10669. A bill to provide minimum price support levels for whole milk 
ae butterfat during the l-year period beginning April 1, 1958 ; $26 


H. R. 10670. A bill to provide an adequate, balanced, and orderly flow 
of milk and dairy products in interstate and foreign commerce, and for 


other purposes - - - £26 
H. R. 10671. <A bill to provide a me ethod for computing parity prices for 
manufacturing milk a 138 


H. R. 12053. A bill to provide a self-help plan under which agricultural 
commodity producers would be able to obtain a fair and equitable share 
of the national income____- 139 
H. R. 12291. A bill to divest the Secret ry of Agriculture of : any legislative 
authority to fix prices on milk and dairy products; to direct the Secretary 
of Agriculture to call a national dairy producers’ constitutional conven- 
tion whereby bona fide dairy producers may formulate their own self- 
financing programs for st: tbilizing milk prices at fair and equitable levels; 
and to create a regulatory commission to protect the public interest in the 
production. and Marketing of TABR st See ahtimeds - anene oe saneee~ 144 





ge ee 





IV CONTENTS 


Statement of— 
Berger, Walter C., administrator, CSS, and executive vice president, 
C cc; accompanied by C larence D, Palmby, deputy administrator 
for price support, CCC; Don 8, Anderson, director, Livestock and 
Dairy Division, CSS; Harlan Emory, Liv estock and D: 1iry Division, 
CSS; and Dick Robe rts, Foreign Agricultural Service, United States Page 
Department of Agriculture ee shes . 2 
Brown, Dorris D., economist, Mutual Federation of Inde pendent Co- 
operatives, Inc., Syracuse, N. Y., accompanied by Adolph G. 
Walkley, vice president JUS! Jee Meerde Sc 567 
Christianson, Edwin, vice chairman of the executive committee of the 
National Farmers Union and president of the Minnesota Farmers 
Union, accompanied by John Baker, economist, National Farmers 
Union, and Paul Upsal, president of the South Dakota Farmers 


eee ere Su eG atch Rin ‘ r 668 
Cole, Ralph, a dry whole milk committee, American Dry 

Milk Institute- 253 
Eastern Milk Producers C oope rative Associ: ition, Ine., East Syracuse, 

N. © 657 
Eckles, W. C., , ge neral manager of the Pure Milk Products Cooper: rative. 485 
Gude, Arthur, president, National Dairymen’s Association; accom- 

panied by ‘John Gurtner, executive secretary of the National 

Dairymen’s Association___-- 621 
Hemphill, Hon. Robert W., a Repre sentative in Congress from the 

Fifth Congressional District of the State of South Carolina ‘ 547 
Hornback, E. F., Decatur, Tex., Wise County, representing the Texas 

Farm Bureau, ac companied by Frank K. Woolle 2 551 
Newsom, Herschel, master, National Grange, accompanied by Gordon 

Zimmerman, director of research, National Grange 507 


Norton, E. M., secretary, National Milk Producers Federation, ac- 
companied by Patrick Healy, assistant secretary, National Milk 
Producers Federation; Stanley Benham, president, Dairymen’s 
League, New York; William C. Eckles, general manager, Pure Milk 
Producers Cooperative, Fond du Lac, Wis.; and Linley Ivers, 
Wisconsin Council of Agriculture Cooperatives, Madison, Wis__ 284, 448 


Pusch, George, of Dairyland Cooperative Association__---- Poet 611 
Reed, Otie M., representing National Creameries Association_- 582, 616 
Richards, Harvey L., Sr., Hygeia Dairy Co., Harlingen, Tex 692 
Todd, Charles G., Carnation Co., Los Angeles, Calif 211 
Voorhees, Herbert, on behalf of the American Farm Bureau Federa- 

tion, presented by L. L. Lovell; accompanied by Frank K. Woolley, 

E. F. Hornback, Donald Hirsch, and L. O. Jacob 528 
Wisconsin Council of Agriculture Cooperative of Madison, Wis., 

dairy section_--------- 500 
Woodward, Harold, president, Harrison County, Mo., chapter of the 

National Farmers Organization, Bethany, Mo-_----- : . 659 


Additional data submitted to the subcommittee by— 
Abernethy, Hon. Thomas G.: fs 
Eastern Milk Producers, East Syracuse, N. Y., telegram of May 


ee a ead anu ia naan owewncwedeewiadue 656 
Massachusetts Dairy Committee, Frank C. Davis, chairman, 
letter of May 23, 1958______-- ae ier 705 
Michigan Farm Bureau, Lansing, Mich., letter of May 26, 1958_ 706 
Preston Dairy Coop., Fennimore, Wis., te legram of May 19, 1958_ 707 
Prouty, Winston L., Washington, D. C., letter of May 13, 1958- 692 
Rhode Island Association of Farmers, Inc., Saunderstown, R. L., 
letter of May 26, 1958_--_----- pT saat a ; sjees¢ 206 
American Farm Bureau Federation: 
Federal milk-marketing orders, by areas__-------------- baw 566 
Five-point dairy program (appendix B)_-_-. : site 545 
Illustration of potential effects on dairy men’s incomes (ap- 
DEE FO) aac oo Ph eee eb lasinw i GAS 
Christianson, Edwin, National Farmers Union: 
Estimated Government costs, market prices, from operation of 
OER eS eee er ere 677 
Official ballot, national referendum of milk producers. phedowud 676 


Supply situation, s storable and perishable crops- --------------- 678 





CONTENTS 


“ditional data—Continued 
Cole, Ralph: 
Venezuela imports of dry whole milk, 1951—57______- se 
World market for dry whole milk, 1951-57, volume and share of 
United States, Canada, and Netherlands_ -- -- gsi nbi oiesg 
Department of Agriculture: 
Production of butter and American cheese in 1957 and nonfat 
dry milk, dry whole milk, and evaporated milk in 1956, by 
UINON 6 sao ncn ewe chees eee cho eon 5 ee 
Norton, E. M.: 
National Milk Producers Federation membership- - = atte caltee 
Reed, Otie M.: 
Table 1—Purchases of specified dairy products, 1933—57____---- 
Table 2—Volume of dairy products purchased by CCC, 1957 
Table 3—Estimates of volume that would be purchased during 
first year of proposed stabilization _ 
Table 4—Estimated total costs of self-help progr: 1m during first 
vear of operation 
Table 2 Losses on first year of operation 
Table 6—Tax rates necessary for self-help plan to be self-finane ing 
first. year of operation Ps 
Table 7—Deficits of Federal Dairy Stabilization Board after first 
year of operation sg ae 
Table I—Number of farms and milk cows per farm, by size of 
herd, 1954 iicaowees ESE aE 
Table II—Sales of whole milk and butterfat in cream from farms 
in the United States, by herd, 1950___- : ee 
Todd, Charles G.: 
Carnation Co., Los Angeles, Calif., letter containing schedules 
I-VI, of August 27, 1957__- ii os 
‘xhibit A—Evaporated milk exports from United States to 
Western Hemisphere, 1934-39 and 1946—56_ _- : 
Exhibit B—Evaporated milk exports from the Netherlands to 
Western Hemisphere countries, 1934-39 and 1951-56 ao 
Exhibit C—Netherlands and United States total evaporated milk 
exports (1922-56) comparative table 
Exhibit D—Study of United States and Netherlands evaporated 
milk exports, 1934—56 : 
Exhibit E—Whole milk powder exports from United States to 
Western Hemisphere countries - 
Exhibit F—Whole milk powder exports from Netherlands to 
Western Hemisphere countries _ _ 
Exhibit G—United States and Netherlands whole milk exports to 
Western Hemisphere, 1934-56 , 
Export and domestic donations from CCC price-support inven- 
tories, July 1, 1953-September 30, 1957__.._-._----- waren 
Wisconsin Council of Agriculture Cooperative: 
Retail cost, margin and farm value of dairy products (graph) - -- 
Woodward, Harold: 
Vertical integration contract and revised draft (St. Joseph), 
SUING TN OS lik oS ais een Bawa wdn ca ene nee naa 


593 
607 
607 





DAIRY PRODUCTS PRICE-SUPPORT AND SELF-HELP 
POLICIES 


MONDAY, MAY 12, 1958 


Hovust or REPRESENTATIVES, 
SuscoMMITTEER ON Datry Propucts 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met at 10 a. m., in room 1310, House Office Build- 
ing, the Honorable Thomas G. Abernethy (chairman of the sub- 
committee) presiding. 

Mr. Asernetuy. The subcommittee will come to order, please. 

The hearing this morning was scheduled as a result of conferences 
I have had on several occasions with people in the evaporated milk 
industry. The conferences dealt with particular reference to the 
policies of the Department with respect to price support operations 
for dairy products. More particularly the question brought to my 
attention, and about which some complaint has been made, was the 
policy of limiting the price support operations to particular products, 
byproducts or processed products of milk, instead of extending them 
to all milk products. 

At this point I would like for the record to show that the basic act 
under which the price support operations for dairy products is carried 
on carries this language : 

The price of whole milk, butterfat, and the products of such commodities, re- 
spectively, shall be supported at such levels not in excess of 90 percent or less 
than 75 percent of the competitive price therefor as the Secretary determines 
necessary in order to assure an adequate supply. 

I would like to go back and emphasize certain language— 

The price of whole milk, butterfat, and the products of such commodities. 


It seems as though the particular product of interest here is evapo- 
rated milk. 

With that preface I think we will proceed to hear from witnesses. 

The first witness will be Mr. Charles Todd. 

Mr. Todd, do you have anyone with you ? 

Mr. Topp. No, sir. 

Mr. Asernetuy. You may proceed. 


STATEMENT OF CHARLES G. TODD, CARNATION CO., 
LOS ANGELES, CALIF. 


Mr. Topp. My name is Charles G. Todd. I am an attorney on the 
legal staff of Carnation Co., 5045 Wilshire Boulevard, Los Angeles, 
Calif. I have been authorized by Carnation Co. to testify in its behalf 
at this hearing. 
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Carnation Co. requested representation today because this hearing, 
among other matters, concerns the question of Government price 
assistance to enable the ev aporated milk industry to continue substan- 
tial exports from the United States and we believe from available 
statistics that Carnation Co. is the major processor of evaporated milk 
currently being exported from the United States. 

In addition to this statement, I would also like to file with the com- 
mittee a copy of a detailed written statement filed August 27, 1957, by 
Carnation Co. with Mr. Frank C. Daniels, general sales manager of 
the Commodity Stabilization Service. This statement we believe will 
verify, as to detail, many points I shall try to establish today. 

To generally review the dairy products price support question, it 
should be noted that the Department of Agriculture, through the 
Commodity Credit Corporation (both of which I shall hereafter refer 
to as the Department) has, for many years supported the price of milk 
by purchase of butter, nonfat dry milk, and cheese. 

The Department does not purchase evaporated milk, dry whole milk, 
or sweetened condensed milk. 

So far as our company is concerned, we are in full agreement, for 
many reasons, that evaporated milk should not be purchased at the 
present time by the Department for general price support purposes 
and the Department is aware of this. We are not asking for a general 
support price. 

From 1950 to 1954 the major method of disposal of the Depart- 
ment’s inventory of dairy products was by foreign and domestic dona- 
tions. In 1954, in an attempt to realize some monetary return from 
disposal of surplus dairy products and thus reduce the cost of the 
support program, the Department established so-called world prices 
to promote export sales of its nonfat dry milk, butter, and cheese, and 
these prices were considerably less than the cost of these products to 
the Department. 

This program was, and is today, obviously a subsidy to exporters of 
nonfat dry milk, butter, and cheese. To the extent that it reduces the 
outright giving away of products and reduces support costs, there can 
be little domestic objection to this subsidy, except possibly that the 
subsidy has been maintained at too low an amount to enable United 
States exporters of these products to effectively compete with other 
countries’ prices. 

After the initiation of this program, it soon became apparent that 
either the export prices were still too high or that the subsidized prod- 
ucts were not in any particular demand in the export market, as the 
commercial export sales of dairy products of the Department have 
continued to be relatively minor compared to stocks which had to be 
purchased and heavy donations have continued. Exhibit A, hereto, 
demonstrates the extremely heavy percent of dairy products donations 
compared to donations of other products. 

In the marketing year ended March 31, 1958, as to butter, export 
sales amounted to 10 percent of purchases and less than 20 percent of 
donations; as to cheese, export sales amounted to 5 percent of pur- 
chases and about 5 percent of donations; as to nonfat dry milk, export 
sales amounted to about 10 percent of purchases and 16 percent of 
donations. In value, far more than half of these sales were for foreign 
currencies under Public Law 480. 
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In recent years the Department, realizing the extreme difficulty of 
selling, even at subsidized prices and for foreign currencies, its inven- 
tories of nonfat dry milk, butter and cheese has, in effect, subsidized 
exports of certain other items not generally purchased for support 
or held in inventory, such as anhydrous fat, a cream product packed 
in consumer size, and nonfat dry milk of a type that normally, due to 
cost, would never be contained in the Department inventory. This 
item has also been exported in consumer size pack. 

In certain instances the Department has itself borne the burden and 
cost of reprocessing and repackaging in order to make its inventory 
items more adaptable for donation or export sale. Reprocessing of 
butter into ghee is an example of this. 

The Department, in a further effort to stimulate export sales, realiz- 
ing that established brand names are extremely helpful in export of 
consumer size packages, has arranged for export of some of the sub- 
sidized consumer size product, mentioned above, under well established 
brand names. 

In instances where export price assistance has been granted to prod- 
ucts, or types of products, not ordinarily contained in the Department 
inventory, this has generally been accomplished by some variation of 
the purchase-sell back arrangement by which the Department pur- 
chases a product and sells the identical product back at a reduced price 
to the original vendor without the product physically leaving the pos- 
session of the vendor. Perhaps 70 percent of their commercial sales 
are on that basis. 

Generally, the price assistance granted to such products is com- 
puted by reference to the amount of butter and nonfat dry milk 
equivalent contained in the exported product and the price assistance 
is the same, per equivalent pound, as for these products. 

The apparent difficulty of the Department in developing export 

sale markets for ordinary nonfat dry milk, butter, and cheese, would 
appear to stem from three causes, which are as follows: 

1. These products have not, in the past, been usual and customary 
methods of commercially exporting milk equivalent from the United 
States. Thus, heavy expense and administrative effort is required to 
find any export market at all for these items or even administer 
foreign donations. 

2. These products are not ordinarly sold under established or known 
brand names and thus have no market advantage abroad if the price 
is not actually competitive, considering freight costs. 

3. The so-called world price established for these products, on 
which the United States subsidy is based, is probably not competitive 
with foreign prices today. 

The historic major, customary, and usual channels of United States 
commercial exports of milk, none of which receive price assistance, 
have been canned evaporated milk, dry whole milk (as distinguished 
from nonfat dry milk), and canned sweetened condensed milk. Ex- 
port statistics over the years prove this conclusively. These products 
are, or have been, to a great extent, sold under established brand names 
and are better fitted to withstand some reasonable price disadvantage. 
They cannot, however, withstand the current United States export 
price disadvantage without price assistance. 
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The Department has, however, refused to grant export price assist- 
ance to any of these products despite continued industry requests for 
at least the last 2 years. As a result of this refusal, commercial ex- 
ports of United States sweetened condensed milk have virtually dis- 
appeared due to a most extreme price disadvantage. Evaporated 
milk and whole milk powder exporters of the United States, for the 
same reason, are rapidly losing their share in the world markets. 

A subsequent witness will, I am told, cover the subject of dry whole 
milk and I shall attempt to present the case for evaporated milk. 

Our company believes that export price assistance should be granted 
to evaporated milk in at least the equivalent amount presently granted 
support items. This amount would be $1.21 per case (48 cans, tall 
size). Our reasons for this position are as follows: 

1. There now exist some substantial export markets for this product 
which will be lost to the United States if price assistance is not 
granted. If none is granted, in our opinion, the current markets will 
be reduced at least by 70 to 80 percent within 2 years or less. 

2. If these markets are lost the Department will have to purchase 
the milk, formerly used to supply these markets, in the form of butter, 
nonfat dry milk, and cheese which would presumably be disposed of 
by donation. The cost of the support program is increased accord- 
ingly. 

3. In some instances, if price assistance is granted, existing markets 
will be expanded in volume and new markets will be created, thus re- 
ducing the Department intake of support items which must be disposed 
of by donation. 

It is apparent that the best disposal program is to keep milk from 
coming into the Department inventory, in the form of support items 
which cannot be sold, by granting export price assistance to enable 
exporters to continue and expand commercial exports of products 
which have some existing foreign markets and may be sold in export. 

The Department has not questioned the fact that the law permits 
or contemplates such a program. Our understanding of the various 
sections of the law which are involved, is that the Department is em- 
powered to effect disposal of surplus agricultural products by export, 
at competitive world prices, whether such products be in raw or 
processed form, or whether they be publicly or privately owned, and 
irrespective of whether they are held in the Department inventory. 
The law further provides that usual and customary channels of trade 
shall be used in purchase and sale programs of the Department. If 
the reports of the House Agriculture Committee and Appropriations 
Committee in the last 2 years are examined, it would appear that the 
fullest exercise of these powers by the Department, to expedite sur- 
plus disposal, was intended by Congress. 

We attach hereto as exhibit B an excerpt from the House Com- 
mittee on Agriculture, report 432, May 9, 1957, which confirms this 
viewpoint. The House Committee on Appropriations, report 2148 
accompanying H. R. 11177 covering the Department of Agriculture 
and Farm Credit Administration appropriations bill of 1957 also 
seems to confirm this viewpoint. We believe there is no doubt as to 
the legality of our requested program of price assistance. 





: 
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The export evaporated milk market in 1957 was roughly as follows: 


Percent 

a FICO isi a si tn cine elk ie eee ernie 75 
a as deli le a al ila ws ee oll 8 
stricta okie excep een tert em og eae enn toe enon en iceman 9 
Ciereee ee. en i Sth ee hak. cae 1 
US Se So i ee a ei tea eee 1 
Various other areas, mainly consisting of Government-financed sales_____~ 6 
en aca env anan ts deh nana ia te Ree ee oe ee ecient ar 100 


The total 1957 export market, based on data available to date, 
amounted to 164 million pounds of milk. The total market in 1956 
was 170 million. This was the milk equivalent of 17,500,00 pounds of 
butter and 31,620 pounds of nonfat milk. 

In view of this quantity of disposal, we believe that it is most 
important that every effort be made to retain these markets and we 
have many times requested export price assistance from the Depart- 
ment. We have discussed the matter frequently with Mr. McLain, 
Mr. Paarlberg, Mr. Daniels, Mr. Dean, Mr. Roberts, Mr. Anderson, 
Mr. Fraser, and Mr. Ionas of the Department and countless others, 
and always have been received with the utmost courtesy. The reasons 
given us for refusal, however, seem to be somewhat contradictory 
and not in accordance with the law and congressional intent govern- 
ing the matter and do not appear to us to justify the refusal. 

We will discuss the objections advanced to us by the Department, 
verbally and otherwise, for such refusal and explain why we believe 
that such objections are not logical or valid objections. Inasmuch 
as the Philippine market, constituting 75 percent of the total market, 
will most certainly be lost without price assistance, much of the fol- 
lowing discussion concerns this market. 

The objections advanced by the Department are as follows: 

Department objection No. That evaporated milk is too expen- 
sive to give away because of eee costs and any assistance pro- 
gram would involve the Department in further processing activities. 

Answer: We are not asking that evaporated milk be given away. 
We are only asking that we be given the same price assistance as 
though the same equivalent amount of nonfat dry milk and butter 
was exported so that we may have a chance to continue and expand 
commercial export sales from the U nited States. No assistance is 
asked for containers, labor, or processing, nor would the Department 
be involved in processing activities or “costs. We believe that the 
Department has accepted our explanation on this point. 

Jepartment objection No. 2: That the matter involved rather small 
amounts of milk disposal, on a comparative basis and did not merit 
amended regulations, et cetera. 

Answer: This may be true as compared with total dairy products 
donations by the Department but, compared to Department export 

sales, the evaporated milk export equivalent in butter, 17 million 
pounds i is equal to 81 percent of the Department’ s commercial exports 
in the 1957-58 marketing year ended March 31, 1958, and the nonfat 
dry milk equivalent of 31,600,000 pounds is equal to almost 40 percent 
of the Department’s commercial exports of that product in 1957-58, 
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and about 90 percent of such exports in each of the 2 previous years. 
If dry whole milk is included, the amounts involved are almost 
doubled. If one considers the efforts and heav y costs expended in 
effecting Public Law 480 agreements and in sending many Depart- 
ment representatives all over the world to promote such commercial 
sales as were made, it would certainly appear that the loss of any 
major portion of the evaporated milk export market would be a sub- 
ject for serious concern, especially when such disposals are made 
without sales effort, handling cost, and other expense to the Depart- 
ment. If the entire market is lost or transferred elsewhere, the milk 
will be purchased by the Department and given away at a cost of over 

$14 million. Our suggested program would cost a maximum of $4 
million based on today’s markets. 

Department objection No. 3: That the United States evaporated 
milk industry needs no export price assistance to continue to hold and 
expand foreign markets because it is competitively priced on the 
world market. 

Answer: This is not correct for the following reasons: (a) The only 
markets that United States milk has a chance to compete in, even with 
requested price assistance, are the Philippines and Western Hemi- 
sphere countries. 

Dutch exports are rapidly taking over these markets. In 1951 the 
Dutch had 22 percent of combined United States-Dutch Western 
Hemisphere exports and the United States had 78 percent. In 1957 
Dutch Western Hemisphere exports were about 57 percent as against 
about 43 percent United States exports. In every year the Dutch 
share has increased and to all intents and purposes the United States 
today only competes in Cuba, Mexico and the Canal Zone. 

In the Philippines, the Dutch, in 1951, had 1 percent of the market 
and the United States 99 percent of the market. In 1957, even with 
some United States exports under the ICA program, the Dutch had 
risen to 26 percent and the United States declined to 74 percent. In 
the 6 months ended February 1, 1958, the Dutch share rose to 31 per- 
cent. The Dutch share has increased each year, but in 1957 the in- 
crease was almost 10 percent. 

(6) Dutch exports of evaporated milk are subsidized by the so- 
called dairy fund and by direct subsidy and by reason of this Dutch 
export prices are far lower than United States prices. For instance, 
today in the Philippines (75 percent of United States market) the 
wholesale per case price of the cheapest United States evaporated milk 
is $1.80 (United States) more than the most expensive Dutch milk. 
This is not because the United States processors have held the line 
at high prices hoping for export assistance. The industry instead 
has absorbed export costs to keep the price down, in an effort to main- 
tain the market while assistance was being requested. Carnation sells 
in the United States for $6.60 per case. The Philippine export price 
is $6.70 c. i. f. Additional costs, incurred by export, today, such as 
export pack, freight, dock handling, and insurance, are $0.97, thus 
Carnation itself has subsidized export costs to the extent of $0.87. 
No more can be done by the United States industry. The only course 
left is to have the milk “processed outside of the United States in lower 
cost areas. Some higher price may be charged for United States milk 
than for Dutch milk in the Philippines because of extensive and costly 
promotion and advertising carried on by United States exporters for 
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many years, but $1.80 per case differential obviously makes continued 
attempt at competition from United States production useless. 

(c) At times in the past the ICA has used proceeds from sale of 
evaporated milk to finance its Philippine programs. This was not a 
donation of milk. It had to be sold to the trade by the United States 
exporters at the same price as any commercial sale of milk. The pro- 
gram did certainly encourage United States exports, exchangewise, 
not pricewise. At times in the last few years 50 percent of the Philip- 
pine milk exports were under this program. 

For the fiscal year 1957-58 the Philippines Government, presumably 
because of price, refused to include evaporated milk under this pro- 
gram, and instead stated that they would use their own foreign ex- 
change for milk purchases. This removes the only fiscal advantage 
that United States milk had, and will benefit the Dutch tremendously. 
We may make mention here that we are advised that the ICA in the 
past 2 years has — the Department for export sj ince as to 

canned milk to aid its programs and has also received a negative 
answer. 

(d7) In 1955 three companies filed applications with the Philippine 
Government for permission to establish, in that country, filled canned- 
milk plants which would make a canned-milk type product using coco- 
nut oil rather than butte rfat. After two such applications were filed, 
a company in which Carnation Co. has a substantial equity invest- 
ment filed the third applic ation. Later, 2 more companies filed appli- 

cations, but only 3 of such applicants have taken any action to establish 
a plant. Two plants opened in September 1957 (including the 
one in which Carnation Co. has an equity interest) and a third is in the 
construction stage and will be opened in 1959, according to estimates. 
This product, obviously, has some of the same uses as evaporated milk, 
and the current high price of United States evaporated milk will cer- 
tainly encourage some switchover to filled milk, thus tending to reduce 
exports. For these reasons, we believe that there is no basis for any 
contention that the United States export evaporated milk market will 
continue at its current level without export price assistance or that 
such milk is competitively priced. In the absence of requested export 
assistance no exporter will continue to make any serious effort to com- 
pete in the Philippines from United States production. The effort 
would be wasted, 

At a meeting held with Department representatives on October 12 
1957, at which “Mr. Clarence L. Miller presided, all Department repre- 
sentatives in attendance agreed that the Philippine market could not 
be continued without assistanc r; 

Department objection No. 4: That 75 percent of the evaporated 
milk export market is, in wat already lost because the filled milk 
plants will take over the Philippine market completely and thus 
price assistance will do no good. 

Answer: This objection seems a little contradictory considering 
Department objection No. 3. 

Iixperience in the United States for many years has evidenced the 
fact that genuine dairy products can compete with filled dairy prod- 
ucts despite some price differentials, Based on our experience, it is 
our opinion that filled evaporated milk will develop its own market 
and uses, without serious or substantial detraction from the evap- 
orated milk market, provided that the differential is based on an 
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evaporated milk price which is assisted in the manner we have 
requested. Genuine dairy products will continue in popularity for 
reasons of nutritional and diunttic preference and custom. Actually, 
in the 6 months ending February 28, 1958, during which period both 
filled milk plants have been in oper: tion, total ev ‘aporated milk ship- 
ments to the Philippines have increased by 2,300,000 pounds over the 
like period a year ago. The unfortunate part of the situation is that 
Dutch exports incre: ased about 12 million pounds while United States 
exports decreased about 9,700,000 pounds. 

The Philippine Government has not placed, and has stated that 
it does not intend to place, import restrictions on evaporated milk. 
Import is not controlled. 

the Dutch firms who are exporting from Holland to the Philip- 
pines, and we are usually well advised as to dairy matters, certainly 
do not seem to think that the evaporated milk market is lost. 

Department objection No. 5: That evaporated milk is not included 
under the support program nor contained in the Department inven- 
tory of dairy products. 

Answer: This is true, as I have previously stated, but is not a 
valid reason for refusal. The law and the Department regulations 
(see LD-27) clearly provide for export assistance to surplus products, 
not specifically included under a support program. The Department 
has and is today granting such aid to low heat nonfat dry milk, in 
consumer size, bearing brand names, anhydrous fat, various proc 
essed grain derivatives, and other products not in inventory or under 
support. There would seem to be no reason for discrimination against 
evaporated milk. 

Department objection No. 6: That evaporated milk is a processed 
item and export aid to this product would involve aid to such items 
as soda crackers. 

Answer: Evaporated milk is the least processed form in which the 
surplus product (milk) may be exported. Butter, nonfat dry milk 
and fat are more processed in form, are subject to more condensation 
than evaporated milk and are only processed components of milk 
while evapori ated milk is whole milk. As recently as 5 months ago 
representatives of our company were verbally advised by an official 
of the Department that the product could be placed under the gen- 
eral price-support program is the industry so desired. This would 
not be the case if the Department did not agree with our thoughts as 
to the degree of processing. Again the law specifically conte mpl: ites 
aid to processed items, whether private or publicly owned. The as- 
sistance which we have requested does not require extension of aid 
to a multitude of products containing nonmilk elements or processed 
beyond the first stage. 

Department objection No. 7: That Holland, Denmark, and New 
Zealand are allies and would be offended if the United States eranted 
aid to exporters of evaporated milk. 

Answer: Neither Denmark nor New Zealand, to our knowledge, 
ship any evaporated milk into the Philippines nor any amount of 
consequence into the Western Hemisphe re. The Philippine market 
has historically been a United States market by reason of political 
unity of interest and trade agreements. This United States market 
commenced well over 50 years ago and no Dutch evaporated milk 
entered, prior to 1950, except for a 4-year period prior to World War 
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Il when inroads were made by reason of price advantage. As early 
as 1925 the Philippine market amounted to 10 percent of the United 
States evaporated milk export market. There can certainly be no 
claim that we are invading historic markets of other countries. Ap- 
proximately the same situation is true of Central and South America 
which today must be approximately 90 percent supplied by the Dutch. 

The Dutch have in effect subsidized export sale of e\ raport ated milk 
for a period of years through a so-called dairy fund. (See p. 44 of 
Competitive Position of United States Farm Products 4 
compiled by the Foreign Agricultural Service.) On April 21, 1958, 
an additional direct export subsidy on exports of evaporated milk was 
announced which amount to 53 cents per case of 7.8 percent evaporated 
milk, How can the Dutch have any logical objection if the United 
States assists its exports pricewise when any assistance that has been 
asked will not permit meeting the Dutch price even in historic United 
States markets! The United States exporter will still have to rely on 
superior reputation, promotion, sales, and advertising to make - the 
price differential but will have a good chance to do so. Certainly no 
question of price undercutting is involved or possible. 

If this is a basic reason for the Department’s refusal, it should be 
noted that the ICA to raise funds, is selling and has sold milk in 
historic Dutch export markets and has displaced Dutch milk. The 
Department, in Dutch market areas, has sold and is selling at export 
price, for reconstitution and otherwise, and has donated, nonfat dry 
milk and butter. This undoubtedly harms Dutch exports of dairy 
products. 

In view of these practices, why should diplomatic relationship re- 
quire a handing over of the last United States evaporated milk market, 
which market appears to be permanent. 

Department objection No. 8: That one subst: antial United States 
dairy processor, chiefly ones in the export of other whole milk 
products which the Department would include in any evaporated milk 
price assistance program, is not in favor of such a program on the 
grounds that the world price structure might be disrupted. 

Answer: As stated above the requested price increase would not en- 
able undere utting of Dutch or other foreing export prices in any for- 
eign market for any whole milk product. It is therefore difficult to 
see how the world price structure could be disrupted. 

The withholding of such price aid would only benefit United States 
and foreign companies processing abroad for export and discourage 
United States processors from entering into or continuing in the dairy 
products export field. It would appear that the United States De- 
partment of Agriculture would be the strongest critic of a policy with 
these results. I may add here that Carnation Co. certainly has no 
criticism of any company proc essing abroad for export. Carnation 
milk, produced abroad, has been sold for over 30 years in areas where 
exchange restrictions, freight, geographical location, governmental 
restrictions, etc., have made it virtually impossible for importers to 
dispose of United States milk. In recent years, as the United States 
cost spread over foreign milk has increased, Carnation milk processed 
abroad has been imported into some Western Hemisphere areas. 

We do not believe however that the availability or use of foreign 
processing plants to produce Carnation milk or any other dairy prod- 
uct should be a matter to be considered by the Department as an 
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adverse factor against granting price assistance so clearly contem- 
plated by law and so economically justifiable. 

Department objection No. 9: That our proposed assistance plan 
would entail the export of branded products. 

Answer: This is true, but does not constitute a proper objection. 
The law in no way indicates that brand name items should be ex- 
cluded from export assistance. As explained previously, the Depart- 
ment has been, and is presently granting export assistance to brand 
name items. 

Department objection No. 10: That the requested aid is not eco- 
nomically feasible. 

Answer: If the United States loses 80 percent of the total export 
evaporated milk market, as we have every reason to believe that it 
will, without price aid, about i4 million additional pounds of butter 
per annum will be purchased by the Department at a cost of $8,- 
120,000, and presumably will be donated. About 25,300,000 additional 
pounds of nonfat dry milk will also presumably be purchased for 
donation at a cost of about $3,390,200 or a total of $11,510,000. If 
such assistance only maintained the market at its present level and 
was granted to all such exports the cost to the Department would 
be $3,840,000. The net gain 1s $7,670,000. 

We wish here to point out that, in our original request for assist- 
ance, we suggested that the Department, if it did not desire to grant 
assistance across the board to all evaporated milk, might grant it only 
in cases where an exporter could demonstrate that it was required for 
a specific country, to hold a specific United States market share, or 
could demonstrate that it would result in increased sales in an historic 
United States market, or a new market not historically supplied by 
friendly nations. We drafted a tentative order to provide for this 
procedure and a copy of this is included with the filing addressed 
to Mr. Frank C. Daniels, a copy of which I have submitted to the 
committee. This procedure would increase the savings under the 
plan by about $1 million resulting in savings of $8,760,000. Handling 
and administration expense, as to these exports, would be virtually 
nil. Storage would be eliminated and no Government processing or 
repackaging costs or sales and promotion costs would be incurred by 
the Department. From a Department viewpoint it appears that the 
program is most economically feasible. 

From a general economic viewpoint it may be noted that exports 
amount to about 5 to 7 percent of total United States evaporated 
milk production. During the delay, pending our effort to obtain 
assistance, condenseries have been closed, more closing are now being 
effected and production is being curtailed, in many plants, to reduce 
inventories in anticipation of substantial loss of the United States 
export market. Department records clearly substantiate these cur- 
tailments and closings. In a period of economic uncertainty and 
unemployment as exists today, this situation does not help the eco- 
nomic or employment picture. 

It has been stated publicly, by advocates of support price reduction, 
that the congressional refusal to lower floors was killing the dairy 
products export market. Obviously it is not a matter of a few 
cents. A minimum reduction, from present levels, of about $1.22 
per hundredweight of manufacturing milk is needed to.continue dairy 
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products exports in any volume to any point more than 100 miles from 
the United States border unless some particular brand name has 
exceptionally strong acceptance in an area not too far removed. We 
doubt if the support price can be reduced by this amount. 


CONCLUSION 


We wish to state that our company can no longer vigorously attempt 
to promote our product in the Philippines, from United States milk 
production, without price aid, and must continue plans to solve the 
question by other means. One dairy products processor after another 
has been forced to relocate production to compete in certain areas, but 
this market is of far more serious consequence than most market 
losses. 

We also wish to state that a representative of the company which 
processes the brand of evaporated milk, second in United States milk 

sales volume in the Philippines, recently expressed his concurrence in 
our general viewpoint, as expressed today, before Mr. McLain of the 
Department. 

We believe that we have satisfactorily answered all of the objections 
of the Department to our proposal and shall be pleased to answer any 
other questions. 

We have appeared today to request the subcommittee to grant us any 
assistance which it may deem possible and advisable to effect our 
proposed export assistance program which we believe to be in accord 
with existing laws and congressional intent in the enactment of such 
laws. 

We wish to thank the subcommittee for this opportunity to be heard 
and we also wish to thank the Department for the many courtesies ex- 
tended to representatives of our company during discussion of these 
matters. 


22608—58 — pt. 2—— 
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[Excerpt from the report of the Committee on Agriculture, dated May 9, 1957] 


The objective of developing new markets and future profitable trade in United 
States agricultural commodities and their products can be furthered also by 
making available to other countries—as contemplated by the general purposes of 
Public Law 480—commodities and products of a type which might reasonably be 
expected to find a substantial volume of profitable commercial demand in the 
country to which they are sent. Effectively to stimulate and facilitate foreign 
trade in these commodities and products and to further the policy of Congress as 
declared by section 2 of the act necessitates full recognition by the Secretary of 
Agriculture and other administrative officials of the intent of Congress to make 
any surplus agricultural commodity as defined in the act eligible for sale under 
the authority of the act, whether or not the Commodity Credit Corporation owns 
or has acquired stocks of such commodities under price-support programs. 
Substantial market potential exists in many countries of the world for our 
surplus agricultural commodities which are not under price support or which 
are not acquired by the Commodity Credit Corporation and every effort should 
be made by the Secretary to utilize the authority of the act to assist in the 
development of markets for any surplus agricultural commodity and its products 
and to authorize the sale thereof whenever a market potential exists or appears 
to exist. 


CARNATION Co., 
Los Angeles, Calif., August 27, 1957. 
Mr. Francis C, DANTELS, 
General Sales Manager, Commodity Stabilization Service, 
United States Department of Agriculture, Washington, D. C. 

Dear Mr. DANTELS: As you may recall, the undersigned, on behalf of Carnation 
Co., has in the past several months contacted both you and Mr. John Dean, and 
various members of your staff, concerning the possibility of causing the Com- 
modity Credit Corporation to sell to exporters of evaporated milk, butter, and 
powder, from the stocks of the Commodity Credit Corporation, at export prices, 
for unrestricted use, as are published periodically by the Commodity Credit Cor- 
poration. We have proposed and requested that exporters of evaporated milk 
should be permitted to purchase an amount of such butter and powder as is 
equivalent to the butter and nonfat solids contained in the evaporated milk so 
exported. 

Our immediate concern and the reason that the undersigned has been requested 
by Carnation Co. to remain in the east to follow through and expedite this request 
is the fact that the United States evaporated milk industry is about to lose its 
market in the Philippine Republic, which market amounts to more than 70 per- 
cent of United States exports. This impending loss is very tangible and not a 
mere probability and results from local Philippine production of filled milk and 
the very tangible and evident Netherlands inroads in the market. A delay, in 
granting our request, of even a month or so would probably cause irreparable 
damage. 

If at the moment your office for some reason does not deem it advantageous 
to make an across-the-board ruling permitting a reduced price for all evaporated 
milk exports we believe that the immediate danger to 70 percent of the total 
evaporated milk export market may be best avoided by a special order which 
may be made under a release which we have taken the liberty of drafting in tenta- 
tive form and attach hereto as schedule VI. 

It would appear, tentatively, as though the benefit accruing to evaporated 
milk exports under our proposed program would amount to approximately $1.44 
per case in accordance with the computation set forth in schedule V hereof. 

Our last discussion on this point, as you may recall, was approximately 3 weeks 
ago when we discussed the matter with you and with Mr. Raeder and Mr. Green 
of your office. At that time it was suggested that we place our thoughts on this 
matter in writing and submit the same to you for further consideration. 

From previous conversation several months ago with Messrs. Dean, Raeder, 
and Green, it appears that the main objection on the part of the Commodity 
Stabilization Service to making such sales is— 

(1) The conception on the part of the Commodity Stabilization Service 
that evaporated milk is priced competitively on the world market, and thus 
needs no encouragement of the nature described above in order to permit 
a lower export price to result in a broadened export market. 
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Other objections which have apparently been raised by the Commodity Stabili- 
zation Service to a program of this nature are as follows: 

(2) That evaporated milk is not a support item and that the CCC has 
no stocks of evaporated milk. 

(3) That there is a large world dollar market for evaporated milk and 
that our proposal might result in a decreased number of dollars resultant 
from this market. 

(4) That evaporated milk is too expensive to export. 

(5) That if the privilege of purchase at export price is granted to ex- 
porters of evaporated milk, then it must also be granted to exporters of 
dry whole milk or other dry milk containing fat and to exporters of 
sweetened condensed milk and these items are also priced competitively on 
the world market. 

(6) That if the privilege of purchase at export price is granted to ex- 
porters of evaporated milk then it must also be granted to exporters of 
miscellaneous products such as ice cream mix, etc. 

(7) That the United States must not invade natural and historical mar- 
kets of friendly countries by the use of underpriced dairy products. 

(8) That some of the United States industries invelved do not wish the 
proposed program to be put in effect. 

Not all of these contentions have been advanced directly to the undersigned. 
Some of the above contentions have apparently been advanced by your office 
to other Government agencies including the ICA, which has itself, in writing, 
requested the Department of Agriculture to adopt certain phases of our pro- 
posed program for reasons later discussed herein. Possibly we have been mis- 
informed and some of the above contentions have not been made by your office, 
however, we have attempted herein to cover each objection to this program 
which we have heard from any source, in order to expedite the effective date 
of this program. 

To summarize our thoughts as to the above listed contentions on the part 
of the Commodity Stabilization Service, they are as follows: 

(1) We do not believe that it can possibly be seriously contended th: it United 
States evaporated milk, dry whole milk, or sweetened condensed miik, is priced 
competitively on the world market if a market analysis of any extent is made. 
We assume that it is hardly necessary to elaborate on this statement as to 
sweetened condensed milk as this dropped out of the export picture to all 
extents and purposes in 1954, except for so-called giveaway programs. Schedule 
I attached hereto demonstrates the fallacy of this contention as to evaporated 
milk and schedule II attached hereto does the same as to dry whole milk. 

(2) As a legal, economic, and practical matter the fact that the CCC has no 
stock of evaporated milk and that this item is not a support item appears to be 
of absolutely no import. This aspect is discussed in schedule III attached hereto 
dealing with legal aspects of this matter and schedule IV attached hereto dealing 
with the economic aspects of this matter. 

(3) The large world dollar market for evaporated milk, if it may be called 
such, is aparently about to become a thing of the past. Actually at least 35 
percent of the evaporated milk market is ICA-financed and thus is not a true 
dollar market. The same is true of the Public Law 480 markets. This filing is 
ma’> nm an effort to conserve the evaporated milk dollar market which is 
rapidly losing ground as is demonstrated in schedule I attached hereto. 

(4) As a legal, economic, and practical matter the fact that evaporated milk 
may be more expensive in form and to export appears to be of absolutely no 
import. This point is fully discussed in schedules III and IV hereto covering 
legal and economic aspects of our request. 

(5) We do no necessarily admit or concede that if the privilege of purchase at 
export price is extended to exporters of evaporated milk, it necessarily follows 
that the same privilege must be extended to exporters of any whole milk or 
sweetened condensed milk. In any event it may not be contended that these 
items are competitively priced on the world market. (See schedule II hereto.) 

(6) We believe that it is very logical to differentiate between evaporated milk 
or dry whole milk which reconstitute into whole milk physical content solely 
by the addition of water and products containing a heavy percentage of non- 
milk matter such as ice cream mix, etc. This is discussed fully in schedule IV 
attached hereto. 

(7) Schedules I and II and the exhibits hereto rather convincingly demon- 
strate that the Western Hemisphere and the Philippine Islands as to evapo- 
rated milk and at least the Western Hemisphere as to dry whole milk have been 
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historically United States markets. It is extremely doubtful if the assistance 
requested herein would enable the United States exporters of these products to 
successfully compete in other markets which may possibly be said to belong 
historically to other friendly countries even though they were originally devel- 
oped by United States exporters. 

(8) We fail to perceive any valid reason why the fact that any portion of the 
United States dry whole milk industry, evaporated milk industry, or sweetened 
condensed milk industry may for any reason not be in favor of our proposed 
program concerning evaporated milk exports, should be a factor for econsidera- 
tion at all. If these industries, other than the evaporated milk industry, do not 
desire the program to be applicable to any one or more of them, then presum- 
ably they need not request its adoption as to these industries. So long as any 
exporter of any appreciable amount of evaporated milk believes and can demon- 
strate that a lowered export price may serve to expand export markets, or main- 
tain export markets that would otherwise be lost to this product, we believe 
that the intent of the law as enacted by Congresss is satisfied. For this rea- 
son we have not endeavored to join the above-mentioned other industries in this 
request and have filed this request solely on behalf of Carnation Co. although 
we are fully aware that this privilege will be applicable to al evaporated mik 
exporters, and we can certainly have no valid objection to its extension to the 
above-mentioned other industries. It is rather difficult to ascertain why the 
other United States dairy industries would not be anxious to avail themselves 
of this program. 

Because of the extreme urgency of this matter we regret that we have not 
had an opportunity to have the schedules and exhibits hereto prepared by our 
market research and accounting divisions. The undersigned remained in the 
East since our last meeting to prepare this filing in order that no time may be 
lost. Inasmuch as the undersigned is not a statistician or a market research 
expert, the statistics presented herein are presented in rather rough form, and 
in many cases have been rounded out for purposes of expediency. The statistics 
were obtained from various United States Department of Agriculture publica- 
tions, United States Department of Commerce publications, and various Nether- 
lands Government publications. Despite the rather rough form in which these 
statistics are presented, the trends evidenced by the attached schedules and 
exhibits are undoubtedly correct. 

We regret the voluminous nature of this filing, however, we realize that your 
office is extremely busy and also realize that, in the past, delays of up to 3 
months have been experienced while your office has been assembling data for 
reply to similar requests. Accordingly we have attempted to do the legwork 
in assembling most of the data we believed would be needed for consideration 
of this matter and have attempted to anticipate possible requests on your part 
for additional information. 

We will indeed appreciate receiving an early approval of our request because 
the effectiveness of our program would be severely impaired by any delay at 
all. The undersigned has been requested by Carnation Co. to remain in the 
East during your consideration of this matter in order to endeavor to answer 
any further questions that may be raised by your office. 

Respectfully submitted, 

C. G. Topp, 
Attorney for Carnation Co. 


SCHEDULE I 


DISCUSSION OF PRESENT AND HISTORICAL POSITION OF THE NETHERLANDS AND THE 
UNITED STATES IN THE WESTERN HEMISPHERE AND PHILIPPINE EVAPORATED 
MitkK MARKET 


The Department of Agriculture has from time to time in the last 5 years, in 
various publications, made the statement that United States evaporated milk is 
competitive on the world market. The purpose of this schedule is to point out 
what appear to be obvious errors in this conception. 

For the past 3 years the Republic of the Philippines has constituted over 70 
percent of the United States evaporated milk export market, and about 25 per- 
cent of the United States export market is accounted for by Western Hemis- 
phere sales. 

For purposes of this schedule we will compare the Netherlands and the United 
States inasmuch as the Netherlands is the largest canned-milk exporter in the 
world at the present time. 
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It seems rather patent that evaporated milk, sweetened condensed milk, and 
whole milk powder from the United States cannot be competitive in the world 
market when the butter and nonfat solids produced in the United States are not 
competitive in the world market. The situation as to these latter products is 
readily apparent and is evidenced by the export sale price for such products es- 
tablished by the Commodity Credit Corporation. 

To set forth briefly the history of the United States evaporated milk export 
market, it should be noted that the major exporting countries involved in the 
evaporated milk world market have been, from 1910 to date, the Netherlands, 
United States, Switzerland, Norway, Denmark, Australia, Canada, and the 
United Kingdom. Prior to the First World War, the Netherlands had only a 
relatively small export market. The United States had a substantial export 
market, and Switzerland and the Scandinavian countries had a fair portion of 
the market. The Netherlands and the United States today export the bulk 
of evaporated milk on the world market. The United Kingdom has but recently, 
in modern times, become an exporter of evaporated milk, and Switzerland, the 
Scandinavian countries, and Canada have dropped to a minor point in the export 
market. Australia and New Zealand export some evaporated milk but do not 
yet play a major part in any market which might today be termed a “United 
States possibility.” 

Exhibit C, attached hereto, sets forth, from 1922, the Netherlands evaporated 
milk exports as compared to the United States evaporated milk exports. It 
should be noted that in 1922 exports of the Netherlands were virtually non- 
existent, while the United States had at that time a volume of exports which 
did not differ greatly from the present-day volume. The United States market 
at that time consisted of the entire world, including Europe, Africa, Asia, and 
the Western Hemisphere. As is apparent from the data set forth in exhibit C, 
the Netherlands export market increased steadily from 1922 to 1932, and in 
1933 it reached the point where it exceeded the United States export market. 
The United States did not again take the lead over the Netherlands until the 
commencement of the Second World War. It should be noted that the market 
did not expand and this trend was simply a natural result in view of the differ- 
ence in the costs of production. 

A portion of this trend is possibly not too hard to accept because the Asian 
(excluding the Philippines) market, the European market, and the African 
market may probably be considered to be natural Netherlands markets by rea- 
son of the transportation aspects pertaining to these markets. This is true even 
though the United States undoubtedly developed many of the above-mentioned 
markets. 

It should be noted that, historically, most of the Dutch exporters have in the 
main relied almost entirely on price advantage to take over and maintain the 
market and have exerted little effort in advertising, promotion, and other 
market development work. While the United States exporters have, in general, 
exerted considerably more effort in advertising, promotion, and other develop- 
ment activities, it has not been possible in most markets, by these means, to 
counteract for long the price differential in favor of Netherlands milk. 

The data set forth on exhibit C demonstrates that by 1939 the United States 
was supplying, in the export market, less than one-third as much evaporated 
milk as was the Netherlands. The situation had exactly reversed itself in the 
10 years between 1928 and 1938. During the period from 1939 to 1949, the 
Netherlands exporters, because of war conditions and recovery problems, were 
virtually out of the export market, however, by 1951 the Netherlands produc- 
tion of evaporated milk was well over the prewar level, and the Netherlands 
exports by 1951 were back as an important factor in the export field, and by 
1952 had gone well ahead of the United States exports. 

If any markets may today be classified as United States evaporated milk 
export markets, they would certainly be the Western Hemisphere markets and 
the Philippine Republic. It is obviously not possible today for United States 
exporters to compete with the Netherlands in any other market such as Europe, 
Asia (excluding the Philippines), and Africa because of the transportation costs 
and milk cost differential, unless the market in question is financed by United 
States Government agencies, and even in this case we believe it may safely be said 
that any such program can hardly be carried on through commercial channels 
and must be virtually a giveaway program before the United States milk will 
find a market. 








DAIRY PRODUCTS PRICE SUPPORT 227 


If we assume that the Western Hemisphere countries and the Philippine 
Republic are the only markets which may, right now, possibly be retained by 
United States exporters, it is necessary to examine the historical and present 
situation with respect to these markets. We will first consider the Western 
Hemisphere markets. 

‘xhibit B sets forth the situation in the Netherlands Western Hemisphere 
export market for evaporated milk from 1934 to date with the exception of the 
war years and the recovery years when the Netherlands did a reduced amount 
of export business. In addition to the data set forth on exhibit B it should be 
noted that in 1925 the Netherlands did only about 400,000 pounds of evaporated 
milk business in the Western Hemisphere and it was not until 1928 or 1929 that 
the Netherlands’ exporters began to get a foothold in the Western Hemisphere 
due to more advantageous milk costs. In 1932 and 1933 the Netherlands attained 
approximately the same level of Western Hemisphere sales that was present 
in 1934, as is reflected on exhibit B. 

As is apparent from the data set forth on exhibit D, the Netherlands, in the 
years between 1935 and 1939, passed the United States in Western Hemisphere 
sales even though the markets had been originally developed and commenced 
by United States exporters. It should, however, be noted that even in 1939 
approximately 93 percent of the Netherlands Western Hemisphere business was 
in four areas; namely, Panama, Peru, Curacao, and the British and French West 
Indies, while the United States business was spread more evenly over a larger 
number of countries. This fact is clearly demonstrated by the data set forth in 
exhibits A and B. 

It is thus seen that, so far as the historical aspect of the situation is concerned, 
the Netherlands played a major part in the Western Hemisphere market only 
for a period of about 5 years prior to the commencement of World War II. 
During World War II, and during the 4 years immediately succeeding the war, 
the United States continued developing the Western Hemisphere market it had 
created in the 1920’s, and the Western Hemisphere market in 1947 and 1948 
was more than 3 times the size of the prewar market. By 1951 and 1952, 
however, the Netherlands exporters again had apparently saturated their more 
advantageous markets in Europe, Africa, and Asia, and were again using the 
Western Hemisphere markeis to supplement their more advantageous markets. 

A part of the reason for this intensified effort on the part of the Netherlands 
exporters was probably the greatly reduced exportation of Dutch milk to the 
United Kingdom, which had been a large importer of Dutch milk historically, 
and another factor which probably resulted in increased Western Hemisphere 
effort was the competition offered for a while by Australia in the canned milk 
field in Asia. Exhibits A, B, and D, evidence the fact that the Dutch exporters 
in 1956 again passed the United States in Western Hemisphere business. 

Thus in one of the only areas which could, today, conceivably be a United 
States evaporated milk export market the Netherlands has again taken the lead 
and it may expect, by all indications, to maintain and increase its lead in these 
markets. In view of present facts concerning evaporated milk prices and costs, 
and in view of past history, there is certainly little or no incentive for any 
United States evaporated milk exporters to expend time and money in adver- 
tising and market development effort unless some steps are taken by the De- 
partment of Agriculture in conjunction with the Commodity Credit Corporation 
to enable the United States producers of evaporated milk to offer a price which is 
at least competitive with the Netherlands milk in the Western Hemisphere. 

The statistics set forth on exhibits A, B, and D, offer an even sadder picture 
when it is noted that in 1956 more than 92 percent of the Western Hemisphere 
business which the United States managed to hold was in Mexico, Cuba, and 
the Canal Zone. 

It is thus apparent today that the only markets which the United States can 
maintain, even in the Western Hemisphere, are those in border countries or in 
areas such as the Canal Zone which are heavily populated by United States 
nationals. It may be noted that in 1949 less than 50 percent of the United 
States Western Hemisphere market was in the above mentioned 3 locations. 

Exhibit D evidences the fact that in all years since 1935, with the exception 
of the war years and those years immediately succeeding the war, the Western 
Hemisphere market has been the only United States market outside of the Philip- 
pine Republic and temporary markets which have resulted spasmodically from 
United States Government aid programs. Exhibit D shows that the Western 
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Hemisphere market was a major market for United States exporters, even 
during the period 1935 to 19389 when it averaged about 34 percent of the United 
States total export market. During this period this market only averaged 
about 14 percent of the Netherlands export market and in general appears to 
have been resorted to by the Netherlands exporters as plus business when their 
markets were saturated or unfavorable conditions were met in more favorable 
Netherlands markets. 

Exhibit A, attached hereto, indicates that in 1956 the United States in the 
Western Hemisphere had only 5 markets taking over 400,000 pounds of 
evaporated milk. This may be compared with 12 such markets in 1949, 10 such 
markets in 1950, 9 such markets in 1951, 7 such markets in 1952, and 7 such 
markets in 1953. 

Exhibit B, attached hereto, indicates that in 1956 the Netherlands, in the 
Western Hemisphere, had 15 markets taking over 400,000 pounds of evaporated 
milk and this may be compared with 7 such markets in 1951, 11 such markets in 
1952, and 13 such markets in 1953. 

The trend shows almost an exact reversal of form. It should be noted that 
400,000 pounds amounts to less than 10,000 cases of evaporated milk. 

We will next consider the Philippine Republic which takes over 70 percent 
of United States evaporated milk exports. 

As exhibit C sets forth, in 1934 and prior years, the Netherlands had no 
appreciable share of the Philippine evaporated milk market. Occasionally 
spasmodic evaporated milk exports were made to the Philippines from the 
Netherlands but no regular Netherlands export market existed before 1935. 
For many years prior thereto the United States had supplied the Philippine 
market and as early as 1925 the Philippine market comprised about 10 per- 
cent of the total United States export. It may be here mentioned that the 
Netherlands at that time had a very small sweetened condensed market in 
the Philippines which in 1932 had grown to approximately one-third of the 
United States-Philippine market for sweetened condensed milk, and from 1933 
to the commencement of World War II the Netherlands sweetened condensed 
market increased. 

sy the end of 1934 the Netherlands, by reason of cost and price differen- 
tials, had a substantial share of the Philippine market for evaporated milk, 
as is set forth in exhibits C and D, and this share in a period of approximately 
4 years developed to such an extent that the Netherlands evaporated milk ex- 
ports amounted to considerably more than one-half of the combined Nether- 
lands and United States-Philippine business. 

In the 7 years subsequent to World War II, the United States again had vir- 
thally the entire Philippine evaporated milk market, and by 1951 this market 
was almost 3 times the prewar market. In 1951 the Netherlands stepped into 
the evaporated milk market and during the period from 1951 to date, the share 
of the Netherlands in the Philippine market has steadily increased in a much 
faster ratio than has the United States share of the market. This ratio of in- 
crease is evidenced by the data set forth in exhibit D. 

Again we are faced with the situation of a market which was developed by 
United States exporters and is being taken over by the Netherlands by reason 
of cost and price differentials. Since the war the United States has managed 
to hold through 1956 a better share of the market than it was able to hold 
in the years immediately preceding the war. This has been accomplished by 
reason of heavy advertising and market promotion effort in the Philippines, by 
United States exporters, since the war, and also to a considerable degree by reason 
of the ICA program which has in recent years assisted the United States ex- 
porters to overcome currency difficulty. It should be noted, however, that 
in accordance with the Mutual Security Act, this ICA financing is handled 
through commercial channels, and at such commercial prices as the exporters 
are able to offer. Thus the United States exporters even with the aid of the 
ICA financing program definitely face a price and cost problem which the United 
States exporters had heretofore been unable to combat solely by market promo- 
tion and advertising. 

At the present time there are four major factors which forecast a sharp de- 
crease in, if not elimination of, the market of United States evaporated milk 
market in the Philippines. These are as follows: 

1. Netherlands cooperatives are offering and selling to Philippine importers 
evaporated milk at $1.40 per case less than a majority of the United States 
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imports. Obviously with a price differential of this nature it is only a ques- 
tion of time before the United States-Philippine market will be sharply reduced 
or nonexistant, despite advertising and market promotion on the part of United 
States exporters. 

(2) The ICA estimates that during the past fiscal year approximately $13 
million was used by that agency for financing of evaporated milk exported to 
the Philippines. This agency estimates that this amount financed at least 
one-half of total United States exports to the Philippines. From such informa- 
tion as we have been able to obtain, the ICA estimates that the amount applied 
to evaporated milk exports to the Philippines will be reduced during the en- 
suing fiscal year to approximate $8 million. This factor is most important 
when considered in conjunction with point (3) below and the currency ex- 
change question will be most important and burdensome to United States 
exporters. 

(3) Despite ICA financing the trend toward Netherlands milk is most ap- 
parent during 1957. Namarco which is the purchasing agency for the Philip- 
pine Government purchased, in its last major purchase order of evaporated milk, 
920,000 cases, which represents a purchase by that agency for an estimated 
period of 4 months. Of this total, more than 500,000 cases were purchased 
from Netherlands exporters. The balance of the business went to United States 
exporters. This one purchase amounts to almost 25 million pounds, which is 
approximately equal to the total Netherlands imports for the year 1956. Thus 
it would appear that in view of the price differential, the Philippine Government 
purchasing agency would rather expend Netherlands guilders than avail them- 
selves of ICA financing for United States exports because ICA purchase author- 
izations were at that time readily available. 

It should here be noted that the Philippine pesos produced under the ICA 
program are in part used for mutual defense in the Philippines, and are in part 
loaned to the Philippine Government for economic development purposes. In 
other words, at least based on present intent, it is not an actual giveaway 
program, except as to the portion used for mutual defense, which the United 
States would undoubtedly provide irrespective of evaporated milk purchases. 
We assume that the Philippine Government is also aware of this fact. 

(4) About 2 years ago it became apparent that certain interest contemplated 
the establishment of a plant in the Republic of the Philippines for the purpose 
of manufacturing a product which is known in the United States as filled milk. 
This product was to be condensed and canned and was to be produced from 
powdered nonfat milk imported from either the United States or New Zealand 
and coconut oil. The interests mentioned above proceeded to file an applica- 
tion for the establishment of such an operation with the Central Bank of the 
Philippine Republic, and also filed an application for tax exemption under Phil- 
ippine law. It may be here noted that at that time a product in fluid milk 
form processed from coconut oil and nonfat milk powder was being developed 
in the Philippines and was shortly thereafter, and is now being marketed. Car- 
nation Co., at the time of the above-mentioned application, was probably the 
major supplier of evaporated milk exported to the Philippines from the United 
States, and realized that the above-mentioned filled milk product could seri- 
ously cut into or eliminate its evaporated milk market in the Philippines. 
Accordingly, as some measure of protection of its interests in the Philippine 
market, Carnation Co., through its affiliate, General Milk Co., was obliged to 
make plans for the construction of a filled condensed and canned milk operation 
in the Philippine Republic. 

It should be noted that three such plants, owned by different interests, are now 
in the process of construction or completion. Two of these plants are owned by 
United States interests, and the third is owned by local interests, and possibly 
interests in the Netherlands. Production is expected to begin at 2 of these plants 
within the next 2 months, and their effect on the United States evaporated milk 
business in the Philippines, at the present price for such milk, will probably be 
quite severe. 

It is our opinion and hope that a substantial portion of the Philippine market 
for United States evaporated milk may be preserved for quite some time to 
come or indefinitely, if a program such as we have requested is adopted by the 
Commodity Credit Corporation and the Department of Agriculture. We believe 
that with continued market promotion activities and advertising, that a sub- 
stantial portion of the market may be held, and it is our hope that for many 
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purposes such as infant and child feeding, hospital use, home consumption and 
dietary use, etc., the market for United States evaporated milk may continue 
indefinitely, provided some sort of a substantial price reduction may be granted 
by reason of the program which we propose herein. 

From 1951 through 1956, the percentage of the United States in the Philippine 
market has steadily decreased each year as is shown in exhibit D and with the 
four unfavorable factors noted above there is no reason to hope for anything but a 
much greater decline in the future. In unit quantity the Netherlands market 
has increased over 400 percent since 1953, while the United States market in- 
creased about 57 percent. 

It is obvious that the Philippine market is the only large single market in 
which the United States now has a lead over the Netherlands, even though it is 
declining, and if this market disappears the United States is reduced to a very 
minor position in evaporated milk exports. It thus appears most important 
to try and hold this 70 percent of the market, although the share will be reduced 
sharply in 1957 as is apparent from facts already available. 

It seems clearly established by the foregoing and by the exhibits attached 
hereto that evaporated milk may not today be exported from the United States 
in the general world market, as a matter of fact it seems clear that under ordi- 
nary circumstances it cannot be exported to any country unless it is a border 
country or unless extraordinary circumstances exist, and the market is large 
enough to bear heavy advertising and promotional costs in an effort to hold the 
market against cheap milk. 

The argument contended for by the Department of Agriculture and the Com- 
modity Credit Corporation to the effect that the United States evaporated milk 
exports have increased during the past 4 years is erroneous when used as a basis 
to claim that United States evaporated milk-export prices are competitive. The 
total world market of the Netherlands and the United States in 1951 was 
slightly in excess of 300 million pounds, and of this amount the United States 
had more than two-thirds of the market. In 1956, the total exports of the 
Netherlands and the United States amounted to almost 360 million pounds and 
the United States had approximately a 47-percent share of this market of which 
share more than 70 percent is accounted for by the market in the Philippine 
Republic. 

SCHEDULE II 


DISCUSSION OF PRESENT AND HISTORICAL POSITION OF THE NETHERLANDS AND THE 
UNITED STATES IN THE WESTERN HEMISPHERE DRY WHOLE MILK MARKET 


The picture with respect to whole milk powder is much the same as that for 
evaporated milk except that the historical background is different due to the fact 
that exports of this product did not reach any substantial quantity until about 
1932. 

In 1934 the Netherlands world export market was almost 10 times that of the 
United States, as is demonstrated in exhibits E, F, and G attached, however, as 
is also demonstrated by said exhibits, the United States Western Hemisphere 
market was approximately 7 times that of the Netherlands in 1934 and in that 
year almost one-half of the United States market was in the Western 
Hemisphere. 

By 1939 the Netherlands Western Hemisphere market had increased only 
slightly and the United Sttaes was then exporting to the Western Hemisphere 
more than 25 times the amount of Netherlands exports and in total world trade 
was exporting more than one-third the amount exported by the Netherlands. 

After the termination of World War II the Netherlands again commenced to 
export powdered whole milk, but in 1948 its total exports amounted only to 7 
million pounds or about one-third of its prewar level as compared with total 
United States exports in that year of over 100 million pounds. 

By 1952, however, the Netherlands had passed the United States in world 
market exports and in the Western Hemisphere was exporting about 25 percent 
as much as the United States. 

Since 1952 the trend has continued against the United States and in 1956 the 
Netherlands on a world basis exported 63 percent of the combined United States 
and Netherlands export market. 

In 1956 the Netherlands exported more than one-half the amount that the 
United States exported to the Western Hemisphere. 

Between 1952 to and including 1956, the Netherlands whole dry milk powder 
market in the Western Hemisphere increased by more than 80 percent and 
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during the same period the United States Western Hemisphere market decreased 
by about 18 percent and since 1948 this decrease is about 37 percent. 

A study of the export statistics will clearly show that the Western Hemisphere 
whole milk powder market is expanding now more rapidly than is the world 
market and it will also show that the United States is rapidly losing ground in 
this market. 

In 1956 almost 90 percent of United States world whole dry milk exports were 
to the Western Hemisphere and more than 27 percent of the Netherlands world 
exports were to the Western Hemisphere. It should be noted that prewar 
Netherlands exports to the Western Hemisphere amounted to less than 1 percent 
of total Netherlands world exports of dry whole milk with the exception of the 
year 1939 when exports dropped sharply due to the war. 

In 1956, approximately 91 percent of the United States Western Hemisphere 
market was in Venezuela. Since 1952 the Netherlands has almost doubled its 
market in this country and now has exports almost equaling one-third of United 
States Venezuelan exports. This was accomplished in the face of extensive 
advertising and market promotion on the part of United States interests. 

In no other Western Hemisphere market but Venezuela and the Canal Zone 
did the United States in 1956 have exports of more than 400,000 pounds, and yet 
in 1948 there were 12 United States markets exceeding this figure and in 1952 
8 markets exceeded this figure. Against this record it should be noted that in 
1956 the Netherlands had 8 Western Hemisphere markets exceeding 400,000 
pounds and the trend is certainly continuing in convincing style. 

Again, we sincerely doubt if it can be seriously contended that dry whole milk 
from the United States is competitively priced in the world market when the 
United States cannot even hold the market in the Western Hemisphere. The 
trend is certainly not caused by superior Netherlands products or market pro- 
motion or advertising. It is solely price, as the surveys of the Department of 
Agriculture have shown. 

We have for purposes of comparison here again used the Netherlands although 
Canada, New Zealand, Australia, and Denmark are all, of course, large export- 
ers of dry milk and Canada and Denmark have both exported substantial quan- 
tities of dried milk to the Western Hemisphere with the Danish world exports of 
dry milk powder increasing rapidly in recent years. We have used the Nether- 
lands because at least through 1955 virtually all its Western Hemisphere dry 
milk exports were whole dry milk and at least through 1955 it was the largest 
European exporter to the Western Hemisphere. 


SCHEDULE III 
LEGAL ASPECTS OF PROGRAM 


As to the legal aspects of the program proposed herein, it would appear as 
though no difficulties could be encountered, and indeed the program is strongly 
supported by law. 

Title 15, section 714 (c), United States Code, provides that the CCC may use 
its general powers to export or cause to be exported, and aid in the development 
of foreign markets for United States agricultural products. This title further 
indicates that ordinary channels shall be used in the exercise of such powers. 

Title 7, section 1853, United States Code, states that current policy of the CCC 
is to offer for sale for export, at competitive world prices, surplus agricultural 
products. 

Title 7, section 1427, United States Code, provides that sales for export shall 
not only include sales made on condition that the identical commoditiés sold be 
exported, but shall also include sales made on condition that commodities of the 
same kind and of comparable value or quantity be exported either in raw or 
processed form. 

Title 7, section 1706, United States Code, provides that for purposes of section 
1427 and certain other purposes the term “surplus agricultural commodities” 
means and includes public or privately owned commodities. 

The law further provides, of course, that sales for export or for export of 
equivalent products, raw or processed, may be made by the CCC at less than 
cost, which price would presumably mean competitive world prices when these 
provisions are construed with other provisions above summarized. 

L. D. 25 of the Commodity Stabilization Service, as amended to date, together 
with CSS notice to exporters, revision of March 26, 1957 clearly contemplates the 
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export of dairy products in a form other than the form in which such products 
are owned by the CCC and there is no requirement in the law, either expressly 
or impliedly, which limits the purchase for export privilege to support items 
such as butter and nonfat powdered milk. It is dairy products which are ina 
surplus position in the United States and not the support items in particular. 

Actually the CSS has in the past demonstrated that it too interprets the law in 
this manner as it has allowed the purchase of export privilege to Beatrice Foods 
Co. with respect to a combination fat and nonfat dry milk product, to Borden 
Co. with respect to Star-Lac, and to various companies with respect to anhydrous 
fat. 

There is no provision of the law which even indicates that the product to 
be exported should be in the cheapest or simplest form or in nonprocessed form. 
To interpret the law in this manner would be to discriminate against United 
States processors and also United States labor in favor of foreign processors and 
labor in the country where further processing of United States dairy products 
may take place. 

The directives of Congress indicate that customary channels are to be used in 
the sales for export of surplus agricultural commodities. So far as dairy prod- 
ucts are concerned, historically, one of the most customary channels of export 
has been evaporated milk and until recent years, sweetened condensed milk. 
These channels, historically, would appear to be far more customary channels 
of export of dairy products from the United States, than powdered nonfat milk 
and butter. 

Although we have previously demonstrated, and we believe conclusively so, 
that United States evaporated milk may not be exported (by reason of cost) to 
any country more than 100 miles away without Government aid, or almost pro- 
hibitive advertising and promotion costs on the part of the exporter, (any more 
than could butter or nonfat powder be so exported), we have examined the laws 
governing the point in question and find no provisions requiring that the pur- 
chase for export privilege be limited to a particular item or items, in a class of 
surplus agricultural products, which item or items have a declining export market 
or are not priced competitively in the world market. It would appear as though 
the only requirement, which may even be implied, is a requirement of a showing 
that a reduced export price might result in increased exports of the item or items 
( or maintenance of an existing market), thus reducing the surplus in the class; 
in this case dairy products. It appears obvious that this fact would result 
from the lowering in export price of any product, as it has in the case of butter 
and nonfat dry milk. 

One last legal factor may be mentioned and that is the fact that the Mutual 
Security Act of 1954, as amended, requires by virtue of title 22, section 1922, 
United States Code, that certain amounts of funds authorized therein shall 
be used for export and sale, through commercial channels, of surplus agricultural 
commodities, and in addition to the amounts definitely so prescribed by Congress, 
the ICA has as a matter of policy attempted to devote even further funds to 
this purpose. In view of the fact that evaporated milk and sweetened condensed 
milk are dairy products most generally exported through commercial channels 
and result immediately in foreign currency, as compared with equipment-type 
items, the ICA has attempted to use evaporated milk for this purpose and to a 
lesser extent, sweetened condensed milk. Your office was advised by the ICA 
approximately 15 months ago that it was having extreme difficulty in employing 
canned milk for this purpose due to wide price differentials. It appears as 
though as a legal matter every effort should be utilized to enable the ICA to 
comply with the congressional intent as expressed in the Mutual Security Act 
of 1954, as amended. It was under these provisions of the law that the ICA 
financed approximately one-half of the Philippine evaporated-milk market last 
year. 

As stated above, it would appear from the law that there is no justifiable 
legal basis on which evaporated milk may be denied the privilege extended 
to its components, butterfat and dry milk nonfat solids. 

Inasmuch as L. D. 25 adequately covers the export of evaporated milk, 
whole milk powder, or sweetened condensed milk, it would appear that no 
further formal notice need be prepared or published, however, in the event 
that some limiting factors are deemed necessary by your office we have taken the 
liberty of drafting a tentative release covering the point in question which 
we attach hereto as schedule VI. 
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ScHEDULE IV 
EcoNOMIC AND PRACTICAL ASPECTS OF PROGRAM 


(a) Economically the proposed program would appear to be beneficial to 
United States exporters and processors, milk producers, and labor and would 
further assist in the program for disposal of surplus agricultural programs. 

Today a considerable amount of powder and butter is exported for recon- 
stitution abroad. While a large majority of these exports are for recombined 
fluid milk, there is apparently no reason under the law or regulations why 
large quantities of these products could not be exported to result in recombined 
condensed milk in any form where a market so justified. In a recombining 
operation of this nature, however, the United States milk producer may lose a 
commercial market for his product to the extent that CCC products are ex- 
ported for this purpose and foreign labor rather than United States labor is 
used to the extent that condensing and packaging labor exceeds the labor 
utilized in butter and powder production; also an overall loss or waste of 
labor results from the reduction of milk to powder and butter or butter oil 
and its later reconstitution. 

So long as our proposed program is commercially feasible, it would certainly 
appear to be a more logical program than reconstitution abroad, which in the 
larger markets has the same end result as the program we have proposed. 

(6b) We do not believe that the fact that evaporated milk may be more 
costly to export than butter or nonfat powder enters into consideration at all. 
Actually, as we understand it, the primary purpose of the Department of Agri- 
culture and the CCC in entering into the export program in 1954 was to dispose 
of surplus agricultural products at the least loss or cost to the Government 
possible. We do not believe that the purposes of this program for export sales 
are philanthropic or sociological in nature nor do we believe that the purpose 
of this program is to benefit the needy of other countries. The law which enables 
this program does not so indicate. Sales are called for. 

There are other programs such as some aspects of the ICA program, pro- 
grams under section 416 of the Agricultural Act of 1949, government-to-gov- 
ernment sales programs, ete., which are essentially in operation for philan- 
thropic and charitable purposes and there are many agencies, which have this 
purpose as a primary objective, such as UNICEF and a number of private 
welfare agencies in the United States which have facilities abroad and dis- 
tribute products under section 416. 

While we are obviously not in a position to make a definite statement on 
this subject, it would appear that the primary function of the Commodity 
Stabilization Service with respect to surplus dairy products is first to cause 
the surplus to be sold or disposed of at a minimum loss or cost to the Govern- 
ment and secondarily to facilitate the distribution of such surplus, as cannot 
be sold, into channels available under the law for charitable and philanthropic 
purposes. The enactment of Public Law 480 indicates a strong congressional 
intent that the surplus be sold and it may be here noted that evaporated milk 
is considered eligible under this program and some small shipments are being 
made thereunder. 

If we are correct in the above assumptions then the question of price or form 
of the product exported should be of little or no import. The surplus is being 
exported just as surely whether the export is of butter and powder or evap- 
orated milk and the cost to the Government will be no greater under the pro- 
gram we have advanced although very logical arguments could be advanced for 
a greater differential than that which we have computed on schedule V. 

So long as any surplus butterfat and nonfat milk solids exist which are 
not sold it would appear that it should as a matter of economics make no 
difference to the Commodity Stabilization Service in what form they are 
exported or at what price. If the price of a product is too high then none 
will be exported and the surplus still remains for the giveaway programs. If 
exports increase or if markets are retained which would otherwise be lost, 
then the surplus decreases and it is obvious that foreign purchasers are willing 
and able to pay the price for the product which has been made possible by the 
CSS export price program and more is sold and less must be given away. We 
sincerely doubt whether the increased or continued export of evaporated milk 
will reduce the exports of powder and butter as such due to the difference in 
types of market and it would be immaterial if it did. 

While we have not bothered checking the point, because it is immaterial to 
us, we rather imagine that the price of reconstituted milk in recombining areas 
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such as Thailand is also rather high from a philanthropic or charitable point 
of view. We are not requesting that additional evaporated milk be given away: 
we are asking for an opportunity to continue making commercial sales in export 
trade in markets which we havea chance of holding or expanding. 

(c) AS we explain elsewhere, it makes no legal difference to the export 
program that evaporated milk is not a support item. It is rather logical that 
it is not a support item as it would appear, at least at first glance, to be a 
waste of time, money, and effort, to process evaporated milk for indefinite 
accumulation. When it comes to export sales, however, the picture is com- 
pletely changed and the market will be or has been developed by commercial 
interests and the surplus is reduced at the same cost to the Government. We 
are not herein requesting the Government to buy and accumulate evaporated 
milk. 

As a practical matter we can see that the Commodity Stabilization Service 
would have administrative difficulties in extending the program to all products 
containing any amount however small of dairy products and to some degree we 
can see that administrative difficulties might be encountered in extending the 
program to products which are essentially dairy products but contain a sub 
stantial percentage of other types of ingredients. The paperwork and adminis- 
trative work in your office would prohibit the covering of all products con- 
taining milk derivatives. 

The primary surplus product, however, is milk and evaporated milk and whole 
milk powder are the two forms in which whole milk may be exported. Only 
water is needed for complete reconstitution. Sweetened condensed milk of 
course is similar in nature except that sugar is added as a preservative. 

For years, evaporated milk and sweetened condensed milk have been traditional 
instrumentalities used in the export of whole milk and evaporated milk has con- 
tinued to be such an instrumentality. 

Historically, canned milk has been a far more customary channel of export 
dairy products trade than have powder and butter. 

There appears to be no economic or practical basis whatsoever for denying 
the privilege of purchase for export to a product which has been a major export 
instrumentality, and allowing it to its components which may be reconstituted 
into evaporated milk and neither of which have ever been major instrumentali- 
ties of export in quantity except during war years and under giveaway programs. 

As to the question of administration of the program which we have suggested, 
it would appear that no problem exists. 

There would not be any storage problem and the CCC would not have to 
take possession of the dairy products involved. The exporters of evaporated 
milk are not so numerous as those exporting powder and other dairy products 
and little paper work would be involved. A program similar to the so-called 
buy-back program used with respect to powder may be employed if desired and 
by this means administrative difficulties are actually reduced. If the so-called 
buy-back program is for any reason not satisfactory then we are certainly agree 
able to assisting in the formation of some other plan. 

Actually Carnation Co. could probably actually use the powder or butter under 
some existing program but this would probably not be applicable to some other 
producers. 

(d) At a previous meeting, Mr. Dean, we believe made a statement that the 
CSS would not subsidize evaporated milk exports. Certainly the program we 
have requested is not a subsidization of evaporated milk exports. However, 
suppose it was. Is this any different than subsidizing exports of dry milk 
powder, which in 1953, the year before the program was enacted into law had 
more solely commercial exports than the product had in 1950? We think not 
when it is noted that it is proper under the present export policy of the 
CSS to export such product under brand name, which policy is undoubtedly wise 
and necessary to expand and further sales, advertising, and market promotion. 

(e) We believe that we have adequately demonstrated elsewhere herein that 
the requested program as to the Western Hemisphere and the Republic of the 
Philippines will not disturb historic markets of friendly nations so far as 
evaporated milk is concerned unless the fact that the Netherlands exporters 
were in these markets for a short period of time prior to World War II by reason 
of cost differential makes these Netherlands markets when it is considered that 
evaporated milk has been exported more than 50 years. Undoubtedly the 
Danish and Netherlands exporters will not be too happy with the program, but 
we believe that this is immaterial, so far as United States markets are con- 
cerned, in areas which were developed by the United States and where the 
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United States products have dominated the particular market in a vast majority 
of years since the exportation of evaporated milk commenced over 50 years ago. 

(f) The ICA in its efforts to finance canned milk exports to raise funds for 
its various programs has had considerable difficulty in marketing canned milk 
through commercial channels, because the United States price is not competitive 
in the world market, and has so advised the Department of Agriculture. Can- 
ned milk is considered well adapted to such fund raising in view of the fact that 
sales result in funds immediately. 

When it is noted that the amount of funds to be devoted to canned milk in 
the Philippines for the current year is greatly reduced it appears that at least 
a part of the cause of such reduction is the price disadvantage of United States 
canned milk in the Philippines. 

The ICA has repeatedly indicated its desire for a more competitive price for 
canned milk. 

(yg) While we realize that price is not the only deterrent to United States ex- 
ports, and we realize that the United States exporter is at a disadvantage at 
certain times and in certain markets by reason of currency exchange laws, duty 
preferences, ete., it is apparent that price is the chief deterrent. 

The price cannot be reduced without Government assistance. For example, a 
major portion of the exports to the Philippines today are made at a price which 
yields considerably less profit to the United States processor than do domestic 
sales. In some instances possibly no profit results and only a portion of fixed 
charges are absorbed by export sales. 

Unless some method of price reduction is achieved within a month, tangible 
evidence points out that the Philippine evaporated milk market will be lost in 
its entirety to United States exporters, leaving only the Western Hemisphere 
exports which, as we have previously demonstrated, are rapidly dwindling. 

It is our thought that if by reason of the program which we propose herein, 
the United States exporters of evaporated milk are able to hold a substantial 
portion of the Philippine and Western Hemisphere markets for a period of at 
least a few years, that it may be possible by means of continued market promo- 
tion and change in world conditions to strengthen these markets to such a point 
where it will be difficult for the Netherlands exporters to complete the process, 
which they are now engaged in, of completely capturing these markets. 


SCHEDULE V 


Tentative basis allowance for exported evaporated milk 


Pounds in case of evaporated milk (net)_-------- és sa £3. 75 
Percent of fat solids____- sai etal Ii el ie aS Ba a aes ; 7.93 
Percent of nonfat solids_____-~- Se : aad 18. O07 
OORT OF RIEL COTO sabe cect scheint Beene: a 
43.75 X 0.0793 equals pounds of pure butterfat or__- , aus 
3.71.25 equals pounds of grade A butter equivalent__--~_- ‘ 4. 625 
San Francisco butter support price—pound_-_-_-_--_- ia .-. 90. 50TD 
Export surplus butter price—pound__~_--~~-~~- ae aoe = 39 
Difference between butter support price and sale price- es . 2075 
$0.2075 X 4.625 equals payment for fat per case_____-_----- sia : . 9597 
43.75 X 18.07 equals pounds of spray powder or___---------~-- . 7.9 
Support price spray powder—pound___---------~.- er gen a _. $0. 1515 
Export surplus spray powder price—bags—pounds___--~.-----~-~- . 0905 


Difference between nonfat powder support price and sale price . 0610 





$0.0695 X 7.9 equals differential for powder per case___-- . 4819 
te is Taira hiccetts chines oka nine amaniea tan ; . 9597 


PUR CERUEOUCSEN TE SION CURING is oasis sacs ease eccrine 1. 4416 
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SCHEDULE VI 
PROPOSED RELEASE TO BE ISSUED BY COMMODITY CREDIT CORPORATION 


The Commodity Credit Corporation is prepared to sell salted creamery but- 
ter and nonfat dry milk, which it has acquired under the program to sup- 
port prices to producers of milk and butterfat, to domestic processors of evap- 
orated milk, sweetened condensed milk or dry milk containing butterfat: in- 
cluding whole dry milk (which products are herein referred to as “products” 
and any of which products is herein individually referred to as “product” ) 
who shall export any such product to a foreign country in accordance with 
the terms of this notice, and the price to be paid for such salted creamery 
butter and nonfat dry milk shall be the export price for unrestricted use as is 
published in the Commodity Credit Corporation monthly sales list. 

Such sales of salted creamery butter and nonfat dry milk shall be made only 
subject to the qualifications and limitations set forth below and in such quan- 
tities in respect of any qualified export of any product as will properly re- 
flect the pure butterfat content relationship and the solids nonfat content re- 
lationship between salted creamery butter and nonfat dry-milk solids, to be 
sold by the Commodity Credit Corporation, and the product which is ex- 


ported. 
The salted creamery butter and nonfat dry milk may be purchased in ac- 
cordance with the terms and conditions of announcement __-_-, Gated wc W... 


The qualifications and limitations referred to above which must be complied 
with by any exporter of products hereunder in order to qualify for the pur- 
chase hereunder of salted creamery butter or nonfat dry milk are as follows: 

(1) Any product so exported shall not be sold to any United States Gov- 
ernment agencies located in foreign countries. : 

(2) Any product so exported shall be sold to the ultimate consumer with- 
in the foreign country to which it is exported unless specific approval of the 
Commodity Credit Corporation is obtained permitting a reexport or trans- 
shipment of the product from such foreign country: 

(3) The exporter must export the product within 160 days of the date on 
which the Commodity Credit Corporation delivers the salted creamery but- 
ter and nonfat dry milk or within such an extension of that period as the 
Commodity Credit Corporation may authorize. 

(4) The exporter of any products shall furnish to the Commodity Credit 
Corporation satisfactory evidence that United States exporters of the prod- 
uct to be exported have historically supplied quantities of the exported prod- 
uct to the foreign country to which such product is to be exported and that 
either 


(a) The unit quantity of exports of the product from the United States 
to the foreign country has declined appreciably within the 6 calendar years 
preceding the date of export, or 

(b) The total annual imports of the product into the foreign country 
from all sources has increased appreciably within the 6 calendar years pre- 
ceding the date of export and that the exports of the product to the for- 
eign country from the United States have not increased in like propor- 
tion, or 

(c) The total exports of the product into the foreign country from the 
United States, because of any circumstance or set of circumstances, are, or 
may be reasonably anticipated to be, reduced in the calendar year of export 
either in actual unit quantity, or in proportion to imports of the product from 
all sources into the foreign country, as compared with the amount of the 
product exported to the foreign country from the United States during the 
preceding calendar year. 

(5) As alternatives to the requirements under “(4)” above— 

(a) The exporter of any product may furnish to the Commodity Credit 
Corporation satisfactory evidence that no one friendly foreign country nor 
the United States has during each of the 3 calendar years preceding the date 
of export, exported an appreciable amount of the product to the foreign coun- 
try to which the product is to be exported or such exporter may furnish 
to the Commodity Credit Corporation satisfactory evidence that no one 
friendly foreign country nor the United States is, during the calendar year of 
export, exporting said product to the importing foreign country in appre- 
ciable amounts, or 
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(bo) The exporter of any product may furnish to the Commodity Credit 
Corporation satisfactory evidence that the product exported is exported and 
sold pursuant to any of the provisions of the Mutual Security Act of 1954, as 
amended. For the purposes of this subparagraph (b), it shall not be neces- 
sary for the exporter to furnish evidence that the identical item or class 
of items exported was purchased with funds or exchange resulting from 
a transaction under the Mutual Security Act of 1954, as amended. Satis- 
factory evidence that any evaporated milk, sweetened condensed milk or dry 
milk containing butterfat was exported or subject to export under a pur- 
chase authorization issued pursuant to the Mutual Security Act of 1954, 
during the calendar year of export or the preceding calendar year shall be 
considered as satisfying the provisions of this subparagraph. 
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ExuHIsit C 


COMPARATIVE TABLE.—Netherlands and United States of America total evaporated 
milk exports (1922-56) ; Netherlands and United States of America Philippine 
evaporated milk exports (selected years, 1922-56) ' 


[In thousands of pounds] 





United States | Netherlands | United States 
Netherlands | of America | Philippines | of America 
total exports | total exports exports ! Philippines 
exports ! 











3, 672 131, 000 

9, 785 136, 900 

15, 136 142, 300 

11, 004 105, 100 

13, 226 75, 800 

17, 639 68, 200 

24, 121 76, 900 | 

35, 024 69, 100 

38, 658 60, 900 

48, 952 56, 200 

37, 651 39, 600 

39, 061 32, 400 

38, 401 38, 000 | ,§ 
47, 681 32, 200 7, 325 15, 374 
62, 700 23, 600 | 17, 109 10, 963 
61,070 22, 900 | 18, 084 11, 309 
57, 700 23, 700 17, 558 11, 690 
89, 450 27, 500 19, 371 13, 587 
99, 800 203, 400 763 92, 571 
151, 106 | 7, 100 | 3, 598 65, 661 
153, 476 133, 245 | 6, 753 78, 285 
146, 524 131, 418 11, 495 94, 163 
170, 513 154, 800 16, 740 108, 753 
187, 814 170, 101 26, 645 123, 640 


1 These 2 columns merely 4 pen samplings of years and a blank space does not necessarily indicate 
that no exports were made in that year. As to the United States of America, Philippine exports increased 


steadily from 1923 to 1935 and exports were made in each year. As to the Netherlands, Philippine exports 
were nil or very minor in quantity from 1923 to 1935. 
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Mr. Asernetuy. You referred to the exports in 1957. 

Mr. Topp. Yes, sir. 

Mr. AserneTHYy. What were they in 1956 as compared with 1957? 

Mr. Topp. One hundred and seventy million. 

Mr. Aspernetuoy. What were they in 1955? 

Mr. Topp. Just about the same thing. 

Mr. AsernetHy. What about 1954? 

Mr. Topp. I will have to check that. 

Mr. Aspernetuy. Where is the decline? 

Mr. Topp. I will show you where the decline is in one minute, sir, 
and what brings about the decline. 

Mr. Asernetuy. Very well. 

Mr. Topp. I might state, as a matter of fact, that Mr. Morse and 
the Department of Agriculture have indicated that they believe the 
Philippine market is lost. 

That can be checked when the representatives of the Department 
testify, but that has been stated and that 75 percent drop is due to 
recent events which have occurred in the past year. 

Mr. Apernetuy. How does the situation as of now in these export 
markets compare with those of last year ? 

Mr. Topp. Considerably down. I would say it is about 

Mr. AsernetHy. Can you give us a reasonably accurate estimate? 

Mr. Topp. I would say about 40 percent. I can give you an exact 
estimate in about 5 minutes. 

Mr. AserneTHyY. It is in this statement? 

Mr. Topp. No, sir. 

Mr. AnernetHy. You say it is down approximately 40 percent 
from last year ? 

Mr. Topp. I would say so; yes, sir. 

Mr. Asernetuy. Are you of the opinion that that will continue 
into 1959? 

Mr. Topp. You mean without assistance, sir? 

Mr. Apernetuy. If the current situation prevails would that con- 
tinue into 1959? 

Mr. Topp. You would have an awfully heavy drop without any 
assistance. It would be a larger drop. I would say it would be a 
drop to 50 percent. 

Mr. Apsernetuy. It would be a trend toward a total loss of that 
market ? 

Mr. Topp. Completely. 

Mr. AnerneTuy. How much longer do you believe it will be before 
it is lost 2 

Mr. Topp. One year; the end of this year. 

Mr. Asernetuy. Where is the market going ? 

Mr. Topp. Wherever any processors can arrange to have milk proc- 
essed for them under their trademarks to satisfy the market. It will 
be Holland, Denmark, Sweden. 

Mr. Asernetuy. Who is moving in on that market now ? 

Mr. Topp. The Dutch are. They have increased 10 percent in the 
last year. 

Mr. Apernetuy. You think in another year the export evaporated 
milk market will be gone ? 

Mr. Topp. We know we cannot sell there, and we have a substantial 
portion of this 75 percent. We have a valuable trademark. All we 
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can do is to find some place where somebody will put the milk out 
for us or we can put it out under our trademark and maintain our 
franchise. I know then that it will go. 

Mr. AserNETHY. You stated a moment ago that Under Secretary 
Morse took the position the export market was lost anyway. 

Mr. Topp. Yes, sir. 

Mr. Asernetuy. Did he tell you that? 

Mr. Topp. Yes, sir. 

Mr. Tewes. Do I understand correctly that over the years in which 
the Department has followed this policy the exports have remained 
about even ¢ 

Mr. Topp. Remained even or to some extent increased. 

Mr. Tewes. Suddenly this year they have dropped ? 

Mr. Topp. Yes; that is correct. 

Mr. Tewes. You attribute the drop to the policy, even though there 
was no change in other years while the policy was being followed? 

Mr. Topp. First, there was the ICA assistance which has been with- 
drawn. 

Secondly, there are some filled milk plants being erected. 

Thirdly, the Dutch differential has grown tremendously within the 
last. 8 months in price. That makes the change in Department policy 
and our proposal almost mandatory to keep milk production in the 
United States. 

Mr. Jounson. Do you know what the Dutch are doing to their 
farmers in order for this milk to be produced cheaper ? 

Mr. Topp. Subsidy of 53 cents a case went on on the 21st 

Mr. Asernetuy. Did I understand you to mean they are subsidiz- 
ing their exports 53 cents a case ? 

st Topp. They always have through their dairy fund. However, 
on April 21 they put through a subsidy which was published in all 
the newspapers on butter, cheese, et cetera. 

Mr. Apernetuy. Of this year? 

Mr. Topp. Yes, sir. That amounts to 53 cents per case on 7.8 
evaporated milk. 

Mr. Jonnson. Do they pay it to the farmers or processors? 

Mr. Topp. Processors. The dairy fund is paid to the farmer. That 
is their oldtime subsidy. 

What they did was to take the fluid milk which was sold and they 
took the milk which was exported to Belgium for some reason and 
put a surcharge on that. 

Then they took the surcharge and applied that to reduce their ex- 
port prices. 

Mr. Jonnson. Denmark, England, and the Dutch have paid a direct 
subsidy to the farmers in those countries for quite a ake of years, 
have they not ? 

Mr. Topp. I cannot answer on that. Actually the main evaporated 
milk producer is Holland. 

Mr. JoHnson. At any rate you know they have been paying a sub- 
sidy for a long time? 

Mr. Topp. I can give you the exact figures if you want them. You 
asked on a hundredweight of milk. You can figure a case as being 
a hundredweight. Forty-three pounds of evaporated milk are about 
100 pounds of whole milk. 
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Mr. Jounson. The new subsidy they put on is paid to the proces- 
sors to allow them to meet this foreign trade? 

Mr. Topp. That is correct. 

Mr. Jounson. Then they have two subsidies in Holland, one paid 
directly to the farmer and another they are paying to the processor? 

Mr. Topp. One is the dairy equalization fund, a fund raised to guar- 
antee the farmer so much for his milk even though it is for export. 
That is made by a surcharge on fluid milk and exports to Belgium 
where they have the market. 

IT have the exact figures. 

Mr. Jounson. I studied them with regard to some European mar- 
kets but I had not looked at the Dutch situation. 

You said the Carnation Co. has investments abroad. In what coun- 
tries do you have plants ? 

Mr. Topp. Peru, Mexico—I don’t say Carnation Co. We have 
financial investments. We have them in Peru—and those are equity 
investments—Mexico, South Africa, England, France, Holland, Ger- 
many, Philippines, Australia. 

Mr. Jonnson. If you have plants in Holland you are getting the 
benefit of that subsidy in Holland. 

Mr. Topp. Sure; that’s right. That plant has been there since 1926, 
I would guess. 

Mr. Aserneruy. Mr. Todd, you present your position from the 
standpoint of a processor. I think the members of the committee 
have to look at this subect from the standpoint of the dairy industry, 
and when I say “the dairy industry” I speak of American dairy 
farmers, because it was in their particular interest that this legisla- 
tion was written and became law. 

I realize that in turn it perhaps has been of benefit to the processing 
industry and has sieeaentea avenues of markets such as these, which the 
processing cee perhaps otherwise might not have been able to get. 

My question with that in mind is this: How important is the export 
evaporated milk industry to the American dairymen ? 

Mr. Topp. I think it is very important. I do know Mr. George 
Pfeiffer, of the producers organization, testified about 4 to 6 weeks 
ago before Secretary McLain, and indicated that they were certainly 
behind anything that would dispose of United States dairy products. 

Mr. Anernetuy. If the export industry for evaporated milk, which 
I understand is centered largely in the Philippines, is lost, as you say 
it will be soon and as you say the Department says it will be, is it of 
such stature that it would be felt in the dairy industry? When I say 
the dairy industry I refer to the dairy farmers. 

Mr. Topp. I think anything that increases the support program, 
increases the cost of the support program, is going to hurt the dairy 
farmer because of pressure to remove the support program or to reduce 
it. 

I cannot answer for Mr. Pfeiffer but he thought it would. He 
thought it would be of much assistance. 

We do offer them a guaranteed product the year round, a guaranteed 
market, and the price in some instances is better unquestionably than 
the price which would be available to the farmer if the product were 
turned in under the support program. 

Mr. Asernetuy. Regardless of what the status of the export market 
is a year from now, chances are that the same quantity, perhaps more 
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milk, will be available next year than is available at this time. That 
is true, is it not? 

Mr. Topp. From the cows? 

Mr. ABERNETHY. Yes. 

Mr. Topp. I imagine so. 

Mr. AserNETHY. The same law will be on the books next year that 
is on it now—it likely will be. Does not the loss in the export market 
mean that the Commodity Credit Corporation will have to support 
the price of more butter and more cheese which otherwise might have 
gone into evaporated milk and into export? 

Mr. Topp. There is no question about that. 

Mr. AperNnetHy. How much does it amount to? I realize every 
little bit helps and I am not trying to minimize it, but I want to know 
how important it is. 

Mr. Topp. The amount they would have to take in, assuming the 
whole market was lost, it would mean 17 ,500,000 pounds of butter and 
31,620,000 pounds of nonfat milk. That is the entire export market. 

if just the Philippine market is lost 

Mr. JoHnson. What percentage is that of the total amount of milk 
produced in the United States ? 

Mr. Topp. I cannot give you that. I can give it to you if I may have 
a short recess, but I cannot give it to you right offhand. 

I can give you the percentage of the tot: al ¢ evaporated milk. 

Mr. Jounson. Allr ight. 

Mr. Topp. The percentage of the total evaporated milk would run 
from 5 to7 percent. 

Mr. AnernetHy. I believe that is contained in your statement ? 

Mr. Topp. That is right. 

Mr. Qutr. Is this 164 million pounds of milk evaporated milk or 
milk equivalent ? 

Mr. Topp. Evaporated milk. The statement there might be mis- 
leading. That is evaporated milk which amounts to considerably 
more milk equivalent. 

Mr. Qutr. Sothisis really, would you say 43 percent—— 

Mr. Topp. Roughly double that. You should divide 143 million 
and multiply it by that figure. 

Mr. Apernetuy. With this price differential, Mr. Todd, why have 
the evaporated milk people continued to export for as long as they 
have? 

Mr. Topp. They have continued it for several reasons: In the first 
place, Mr. Chairman, about as long as I can remember there has been 
a petition of one sort or another before the Department, either by 
ourselves or the dry whole milk people, and we hoped something 
would come through. 

Secondly, the ICA, as you know, has arranged under its programs 
for the sale of milk. In other words, we sell milk for Philippine pesos 
and we have to sell it to the exporter. There is no question about it. 

They use the Philippine pesos similar to Public Law 480. They 
use it for the ICA programs. As high as up to 50 percent has been 
used. 

It was not a captive market, but the Philippine Government cer- 
tainly encouraged them to go ahead and use it. That was another 
reason. 
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The difference until recently was this: We could bear a differential 
which was 60 cents to $1 conceivably. When it gets over that, we 
cannot bear the differential. 

The new Dutch subsidies came through and shot the price spread 
way up within the last 2 months. That changes our thinking on the 
entire thing. 

In addition to that there is a trade agreement with the Philippines 
which grants the United States a 75-percent tariff reduction. That 
75-percent tariff reduction doesn’t mean an awful lot because that 
applies only to commercial importers and the Philippine Government 
purchasing agency buys the milk from the Dutch ant buys some from 
us, so that equalizes out. 

However, on the commercial importers we did have some slight 
advantage there. Now we are at the point where we didn’t want to 
relocate production facilities unless we absolutely have to. 

Mr. Asernetuy. Are there further questions from the committee ? 

Mr. Jounson. If I have your testimony correct, instead of a sub- 
sidy on all condensed milk produced, all you want is an export sub- 
sidy paid on condensed milk which is going into foreign countries? 

Mr. Topp. That is right. We have no other desire. It is not a 
case of having evaporated milk put under the price-support program, 
and that is for this reason: The Government at times has Ari vhs 
evaporated milk. Evaporated milk takes turning and they have not 
turned it. They have sold it and it has been in improper shape on 
the market in rotating Government stocks. Our industry has to buy 
it in to protect the industry, for one reason. 

Secondly, if donations will be so high it is foolish to buy the con- 
tainers that evaporated milk is in to just store in some warehouse and 
eventually donate to somebody. You might as well donate the items 
that do not have the higher cost of the containers. 

We are not arguing for any general support program, and do not 
want it on evaporated milk. 

Mr. Jounson. I know in the congressional district I represent there 
is one condensery closed. There is a big condensery in Dimanecliaaan 
Tewes’ area which has closed. Have you any information how many 
condenseries went out of business within the last year ? 

Mr. Topp. I have them all, because I have written the Department 
on it. Within the last year, we closed 1 yesterday in Oregon, 1 in 
Wisconsin. 

Mr. Jounson. That is a big one, is it not? 

Mr. Topp. Yes. Sunnyside, Wash. There will be two more in the 
process. One was closed Saturday, and that is the one in Osean 

Mr. Asernetuy. To what extent did the loss of exports contribute 
to that situation ? 

Mr. Topp. Quite a bit. Maybe none of the exports came out of 
those plants, but did from the areas 





Mr. Apernetuy. That was part of the overall market? 

Mr. Topp. That is right. Now the Department has indicated it is 
because of the high cost of the condensery. There is no question. As 
long as we are closed, you have to consider the cost of the freight and 
the milk. It is obvious you have to rearrange your affairs so you 
stand the least loss. 

Mr. Aserneruy. Further questions? 
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Mr. Apernetuy. All right, any further questions ? 

Mr. Quiz. Mr. Chairman. 

What percent would the loss of the Philippine market reduce the 
export of evaporated milk? You say you were exporting 5 to 7 
percent of the total evaporated milk production. 

Mr. Topp. Seventy-five percent was the Philippine part of the ex- 
port market. 

Mr. Qurr. That would cut it down to, probably, 1 or 2 percent of 
the evaporated milk you would be able to export. 

Mr. Topp. Oh, no; 75 percent of the 5 to 7 it has varied in previous 
years. Seventy-five percent of 5 would be closer to 4. In other 
words, really the main market is the Philippine Islands. 

Mr. Aspernetuy. Anything further? 

Thank you very much, Mr. Todd. 

Mr. Topp. Thank you, sir. 

Mr. Apernetuy. Mr. Cole. 


STATEMENT OF RALPH COLE, CHAIRMAN, DRY WHOLE MILK 
COMMITTEE, AMERICAN DRY MILK INSTITUTE 


Mr. Anernetuy. Mr. Cole, your statement is not quite so long as 
Mr. Todd’s. ; 

Mr. Corr. I think about 8 to 10 minutes. 

(Mr. Cole’s statement is as follows:) 


STATEMENT OF RALPH COLE ON BEHALF OF THE AMERICAN Dry MILK INSTITUTE 


My name is Ralph Cole. I am sales manager of the M. & R. Dietetic Labora- 
tories, Inc., Columbus, Ohio. I am appearing here today on behalf of the 
American Dry Milk Institute as chairman of its dry whole-milk committee. The 
American Dry Milk Institute is a national trade association maintaining offices 
at 221 North LaSalle Street, Chicago, Ill. 

The institute represents in its membership somewhat over 80 percent of the 
dry milks which are manufactured in the United States. There are over 200 
company members, ranging from small producers to major companies. Mem- 
bership includes cooperative associations of producers, as well as proprietary 
companies. 

My statement before the committee today is in the nature of a plea to the com- 
mittee to consider the position of the American exporters of dry whole milk 
in light of foreign competition. Specifically, it is our position that United 
States producers of dry whole milk must receive assistance from the Govern- 
ment if we are to maintain our dwindling share of foreign markets. We must 
be placed in a position where we can compete with production of foreign origin, 
or lose out altogether. 

The American Dry Milk Institute, over a period of 2 years, has made repre- 
sentations to the Department of Agriculture as to the need and justification of 


‘a program which would enable us to stem the steady decline of our export 


business in dry whole milk. Specifically, we proposed to the Department of 
Agriculture the inauguration of a program which would enable the industry 
to export dry whole milk at prices which are competitive with foreign produc- 
tion. As recently as a month ago, a committee of the American Dry Milk 
Institute conferred with one of the Assistant Secretaries and other officials of 
the Department proposing such a program. We have been advised that the 
Department has rejected our proposal. Hence, we are glad of the opportunity 
to present the case to your committee. 

In order that we all understand the product in which we are interested, 
I might say that dry whole milk is high-quality, fresh, liquid milk from which 
only the water has been removed. It contains all of the food nutrients in prac- 
tically the same proportions as they are found in the original milk. 
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Federal standards specify that dry whole milk contain 26 percent of milk 
fat and not more than 5 percent of moisture. United States manufacturers 
normally export dry whole milk containing 28 percent of milk fat and 2 to 2% 
percent of moisture. This product does not receive any export price assistance, 
whereas the nonfat dry milk presently does. 

In many parts of the world there is an inadequate supply of liquid whole milk 
of high quality. The nutritional status of the people in these areas is greatly 
improved by the addition of dry whole milk to their diet as a source of beverage 
milk. 

United States manufacturers have developed these markets originally for dry 
whole milk, and have attempted to defend them against competition without 
Government price assistance until the present time. The institute now finds 
itself in the position of having to ask for Government price assistance to pre- 
vent the complete loss of these markets. 

Our request to the Department of Agriculture was that there be granted the 
same export price assistance to dry whole milk as has been given to nonfat dry 
milk, butter, anhydrous fat, and cheese for export. This would amount to 9.75 
cents per pound of dry whole milk. No assistance is requested as to processing 
costs, packaging costs, or export freight costs. 

I would like the committee to understand that we are not asking for assist- 
ance to invade markets which have not historically been ours. Moreover, we 
believe that the cost of the ._program which we are recommending is minor, 
especially in view of the present cost ef disposing of an equal quantity of 
butterfat and nonfat milk product. For example, the Department is packaging 
nonfat milk solids at a cost of 41%4 cents per pound, in addition to the cost of 
the product, for donation programs. Then, too, the Department is converting 
butterfat into butter oil and gee for export, the expense of which is borne by 
Commodity Credit Corporation. It is our contention that the program which 
we are recommending is an economical method of retaining our historic markets 
and, at the same time, would result in a decrease of certain costs which CCC 
has had to bear in packaging, warehousing, and reconverting product. And, 
very importantly, United States exporters would perform the function of selling 
the product—and this, too, has been a burden for CCC. 

The markets that we feel will be retained and increased by the above program 
perhaps are best shown in the following examples of what has happened in the 
Western Hemisphere. Since Venezuela is the most important market for dry 
whole milk in thé Western Hemisphere and is the only major market where 
we still have a fighting chance, the committee should know that in 1951 the 
major suppliers of whole milk powder to Venezuela were the United States, Hol- 
land and Canada. Total Venezuela imports from these countries in 1951 
amounted to 47,412,000 pounds, of which 81 percent came from the United 
States, 6 percent came from Holland, and 13 percent came from Canada. In 
1957 these three countries exported to Venezuela 57,171,000 pounds—an increase 
of 21 percent over 1951. However, during this period United States exports 
decreased 13 percent, while Canadian exports increased 110 percent, and Dutch 
exports increased 141 percent. Today the United States has only 58 percent 
of the Venezuela imports as shared by these three countries. There is attached 
to my statement a table giving the details of this trend marked exhibit A. 
The same or a more marked decrease has taken place in other Western Hemi- 
sphere markets. 

When the total imports of dry whole milk by Venezuela is considered, the 
United States has only 50 percent of the market, as compared to a 55 percent 
share in 1956. Thus, the share of the United States in the Venezuela market 
has constantly decreased although the use of dry whole milk has increased. 

United States manufacturers of dry whole milk have devoted much time and 
money to developing markets in the Western Hemisphere and this can be 
shown by the fact that in 1948 United States exports to 12 of these markets 
exceeded 400,000 pounds. In 1957 exports to these markets exceeded 400,000 
pounds in only two of these countries. Against this record it should be noted 
that in 1957, the Netherlands had nine Western Hemisphere markets exceeding 
400,000 pounds, whereas in 1948 they had none. This trend is continuing. 

We respectfully request this committee to take such action in this matter as 
its good judgment dictates. Thank you very much. 

(The tabulations submitted by Mr. Cole follow :) 
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Mr. Asernetuy. Mr. Cole, does the dry whole milk branch of the 
dairy industry find itself in the same attitude as the evaporated milk 
industry ? 

Mr. Ae Yes, sir. 

Mr. Asernetuy. Have you any specific markets in mind? If so, 
which markets ? 

Mr. Cour. Venezuela is the largest consumer of powdered whole 
milk historically over the years, and it is today. 

Mr. Asernetuy. What happened to your market there, or did you 
have a market ? 

Mr. Core. Yes. The American exporters normally have enjoyed 
87 to 90 percent of the market. Recently their share has dwindled to 
approximately 50 — of the market, and yet the total consump- 
tion within the market has increased. 

Mr. Asernetuy. Why did it dwindle? Why did you lose it? 

Mr. Core. We lost it to competition from Holland, Canada, and 
Denmark. 

Mr. Asernetuy. Because of what? 

Mr. Cote. The price differential between milks available from those 
countries and milks which can be produced here. 

Mr. AperNetuy. Do they subsidize their exports? 

Mr. Cots. Yes, sir. 

Mr. Anernetuy. Have those subsidies increased to such an extent in 
the last 2 or 3 years that that has caused our exports to drop off ? 

Mr. Cote. It has been a continuing situation. It started in 1954 
and has continued until today we have only 50 percent of the market. 

Mr. Jounson. Just one question. How long has dry whole milk 
been available for export? It is a much newer product than con- 
densed milk, I know. 

Mr. Cote. Yes, I think it is. 

Mr. Jounson. How many years would you say ? 

Mr. Cote. It has been made for quite a number of years. The ma- 
jor exports have been I think about 15 years. 

Mr. Jonnson. When the Dairy Subcommittee was in Minnesota at 
the Rochester Dairy, I remember the committee was given a can of 
their dry whole milk. 

Mr. Corr. They were a major exporter but have seen fit practically 
to stop. 

Mr. Anernetuy. Any questions? Mr. Polk. 

Mr. Pork. Mr. Cole, I am wondering if you could give us some idea 
of the procedures and plans in Canada, the Netherlands and Denmark 
for subsidizing the export of dry whole milk. 

Mr. Cote. Canada grants a direct subsidy to processors for products 
which they export. Holland does it by having a rotating dairy 
fund which is a grant to farmer-producers. Periodically so much 
per pound of product exported, which is a grant to processors. 

Mr. Pork. Does our reciprocal trade program have something to 
do with this whole situation ? 

Mr. Core. I am afraid I am not competent to answer in that field. 
T have not had it called to my attention if that is the case. 

Mr. Potx. No further questions, Mr. Chairman. 

Mr. Apernetuy. Mr. Johnson. 

Mr. Jounson. From the testimony we have heard from Mr. Todd 
and from you, Mr. Cole, it looks as if other foreign counties do not 
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buy up the surplus and store it as we do in the United States, but 
pay a subsidy such as you describe to get the product out of the 
country ; is that correct ? 

Mr. Coz. I think some countries participate in both programs, 
including Canada. 

Mr. Jounson. Buy up the surplus and store it, too? 

Mr. Corz. Yes, sir. 

Mr. Jounson. That is all, Mr. Chairman. 

Mr. Asernetuy. Mr. Tewes. 

Mr. Tewes. Would you tell me what percentage of the final cost 
of your product is attributable to milk? 

Mr. Cote. Seventy-five percent. 

Mr. Tewrs. Thank you. 

Mr. Apernetuy. Anything further, Mr. Quie? 

Mr. Qui. No questions. 

Mr. Asernetuy. Thank you very much, Mr. Cole. 

Mr. Corz. Thank you. 

Mr. Aserneruy. Mr. Berger, we shall be pleased to hear from you 
now. 


STATEMENT OF WALTER C. BERGER, ADMINISTRATOR, COM- 
MODITY STABILIZATION SERVICE, AND EXECUTIVE VICE PRESI- 
DENT, COMMODITY CREDIT CORPORATION; ACCOMPANIED BY 
CLARENCE D. PALMBY, DEPUTY ADMINISTRATOR FOR PRICE 
SUPPORT, COMMODITY CREDIT CORPORATION; DON S. ANDERSON, 
DIRECTOR, LIVESTOCK AND DAIRY DIVISION, COMMODITY 
STABILIZATION SERVICE; HARLAN EMORY, LIVESTOCK AND 
DAIRY DIVISION, COMMODITY STABILIZATION SERVICE; AND 
DICK ROBERTS, FOREIGN AGRICULTURAL SERVICE, UNITED 
STATES DEPARTMENT OF AGRICULTURE 


Mr. Asernetruy. Mr. Berger, in your opening statment will you 
please identify for the record the gentlemen with you. 

Mr. Bercer. I have Clarence Palmby, my Deputy Administrator 
for Price Support ; Mr. Don Anderson, who is the head of our Live- 
stock and Dairy Division; and Mr. Dick Roberts, of the Foreign 
Agricultural Service, who is working in this field considerably, too. 
We thought possibly you gentlemen would like to have all of these 
men here to answer whatever questions you may have today. 

We do have a prepared statement, Mr. Chairman. 

(Mr. Berger’s statement is as follows:) 


STATEMENT OF WALTER C. BERGER, ADMINISTRATOR, COMMODITY STABILIZATION 
SERVICE OF THE UNITED STATES DEPARTMENT OF AGRICULTURE 


I welcome the opportunity to discuss with you how the Department is sup- 
porting prices to producers for milk and butterfat as required by the Agricultural 
Act of 1949, as amended. The act requires price support at such level between 
75 and 90 percent of parity as the Secretary of Agriculture determines will assure 
an adequate supply. 

The act specifies that “Such price support shall be provided through loans on, 
or purchases of, milk, and the products of milk and butterfat * * *.” Purchases 
are a more practicable procedure than loans as a method of supporting prices of 
milk and butterfat. The purchase method gives the Department better control of 
the products and more flexibility in their disposition to available outlets. There- 
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fore, the milk and butterfat support program has been carried out primarily by 
purchases of milk and dairy products. 

The Department has announced before the beginning of each program year 
that Commodity Credit Corporation would stand ready to buy throughout the 
year ahead, all butter, Cheddar cheese and nonfat dry milk offered under the terms 
and conditions in its purchase announcements. The purchases of these dairy 
products have been supplemented by purchases of fluid milk for increased con- 
sumption by children, military personnel, and veterans hospital patients, under 
special milk programs financed in part by CCC funds. 

The act leaves to the Secretary of Agriculture the determination of which 
products, and which types and grades of products, are bought under the pro- 
gram. The decisions in this regard have been based on several considerations. 
They include the objective of the program and how it operates, the feasibility of 
storing and handling the products, and the available outlets for products acquired 
under the program. 

A primary consideration in the decision is the objective of the program and how 
it operates. The objective is to support the prices to farmers for milk and butter- 
fat. This has been made clear by the legislative history and the policy statements 
and provisions in agricultural price support legislation. We always keep in mind, 
therefore, that the sole purposes of buying any dairy products is to support 
the prices to farmers for milk and butterfat, rather than to put, or keep, manu- 
facturers and handlers of specific dairy products in business. It is the consumer 
dmand in commercial market outlets that largely determines the utilization of 
milk and butterfat. The dairy products purchased by CCC plus the additional 
milk consumed under the special milk programs during the 1957-58 marketing 
year contained only about 6 percent of the milk fat and 11 percent of the nonfat 
solids in the total milk produced in the Nation. 

The program is intended to support the level of prices to farmers for milk and 
butterfat generally, rather than just the prices to farmers for milk and butterfat 
made into the products purchased by CCC. The program aims to accomplish this 
effect in three ways. First, the special milk programs enlarge the market for 
milk. This results from increased purchases of milk, through established 
market channels, for consumption by children, Armed Forces personnel, and 
veterans hospital patients. Second, the purchases of dairy products maintain 
market prices of dairy products which are widely used as a basis of paying 
farmers for manufacturing milk and butterfat and to which the prices for milk 
under many Federal milk orders also are related. Third, by standing ready to 
buy dairy products at announced prices throughout the marketing year, CCC 
provides an outlet for milk and butterfat produced in excess of the quantity that 
can be sold in all forms in commercial market outlets at prices corresponding 
to the support level. Such excess milk and butterfat is manufactured into the 
products that CCC stands ready to buy. This tends to prevent the production 
of surplus supplies of other dairy products which would depress their prices 
significantly below a level corresponding to the general support level for milk 
and butterfat. 

The purchase method of support involves estimating the purchase prices that 
will enable manufacturers on the average to pay prices to producers for man- 
ufacturing milk and butterfat corresponding to the support level. Such esti- 
mates are based on recent market price relationships between the United States 
average prices to farmers for manufacturing milk and butterfat and the market 
prices of butter, nonfat dry milk and Cheddar cheese, as well as on the results 
of past support operations. 

The Department has carefully studied the results of the support operations 
in order to take all practicable steps to assure that farmers receive the maxi- 
mum benefit of the program. The program has accomplished its objective of 
supporting the general level of prices to farmers for milk and butterfat during 
most of the period since 1949. In every program year, except 1953-54 when 
there were sharp increases in both milk production and price-support purchases, 
the United States average prices to producers for manufacturing milk and but- 
terfat have equaled or exceeded the announced support prices. This does not 
mean that all farmers have received the national average support prices. The 
prices paid by individual plants in particular areas have continued to be in- 
fluenced also by such factors as quality and uses of milk and butterfat, location 
relative to market outlets, competition, hauling, and other services performed, 
and volume and efficiency of plant operations. Some plants have continued to 
pay above, while others have paid below, the United States average prices. 
The support program has not changed this situation. 
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In order to make the program as effective as possible in supporting prices to 
farmers, CCC stands ready to buy, from whomsoever may care to submit offers, 
all carlots of butter, Cheddar cheese, and nonfat dry milk of specified grades 
offered at the announced CCC buying prices anywhere in the United States. 
CCC will take delivery either at the seller’s plant or at a warehouse. The terms 
and conditions have been reduced to a minimum, the procedure has been simpli- 
fied, and payment for the products is made as promptly as possible. The ma- 
jority of plants manufacturing butter, Cheddar cheese, and nonfat dry milk, 
however, have continued their practice of selling most of their production to 
handlers who perform the functions of assembling, warehousing, sorting, grad- 
ing, packaging, processing, financing, and merchandising. Handlers have sold to 
CCC the supplies for which they could not find commercial market outlets. In 
1957 about 200 manufacturers and handlers sold dairy products to CCC. These 
sales effectively maintained prices throughout the Nation. This, together with 
the competition among the several hundred handlers and over 3,000 manufac- 
turers of dairy products, assured that farmers received the benefit of the pro- 
gram. 

Another factor that helps to assure producers the benefit of the support pro- 
gram is that butter, Cheddar cheese, and nonfat dry milk—the types of dairy 
products bought by CCC—are widely produced. More than one-third of all the 
milk and butterfat sold by farmers is made into those three products. 

Further considerations in deciding which products to buy are problems in- 
volved in buying, handling, and selling, or otherwise finding outlets for the prod- 
ucts. It is the CCC policy to offer its stocks of dairy products for sale to all 
prospective buyers at the CCC sales prices for commercial domestic and export 
uses. Manufacturers and handlers generally have been opposed to CCC buying 
of brand-labeled products in consumer packages which CCC might later sell 
back into the market for distribution in competition with current commercial 
supplies. 

CCC buys butter, Cheddar cheese and nonfat dry milk in bulk containers as 
packed by the manufacturing plants and as generally traded in the wholesale 
markets. The butter is in approximately 60-pound blocks. The cheese is of 
large styles, mostly 20 to 75 pounds each. The nonfat dry milk is in bags, bar- 
rels, and drums holding 100 to 250 pounds. CCC also buys some nonfat dry 
milk in smaller, specially marked containers, but only for school lunch and sim- 
ilar uses. 

Handlers who buy butter, Cheddar cheese or nonfat dry milk from CCC, either 
resell them to food processors or repackage them into consumer size containers 
for retail marketing. Thus the CCC buying and selling of these three products 
does not involve a serious brand labeling problem. 

Consideration has been given to the advisability of offering to buy other dairy 
products, such as evaporated milk and dry whole milk, under the milk and 
butterfat support program. In fact, CCC offered to buy evaporated milk in 
1950-51 but none was offered for sale to CCC. 

Less than 5 percent of the milk and butterfat sold by farmers last year was 
made into canned evaporated milk. This product involves the problem of brand 
labels. The manufacture of evaporated milk is a continuous operation of con- 
densing the milk, packing it in tins, applying brand labels and packing the tins 
in cartons. 

Less than 1 percent of the total farm marketings of milk and butterfat are 
made into dry whole milk. Part of it is bulk packed in barrels for sale for 
immediate use by food processors before keeping quality can become a problem. 
The remainder is produced mainly for export. For this purpose it is made from 
particularly high quality milk and is specially gas-packed in small consumer- 
size containers to prevent the development of oxidized flavor. This product also 
is brand labeled at time of packaging. 

In the disposition of dairy products acquired under the program, it has been 
possible to sell only small quantities of CCO supplies back into the domestic 
market without impairing the current support program, since domestic produc- 
tion has exceeded consumption in commercial market outlets. 

Particular attention has been given to the possibilities of commercial exports. 
Historically United States commercial exports of dairy products have used less 
than 1 percent of the total domestic production of milk. 

In an effort to increase United States commercial exports of dairy products, 
CCC has offered its stocks of butter, Cheddar cheese, and nonfat dry milk for 
sale at reduced prices for commercial export. Such sales during the last 3 
marketing years have ranged from about 9 to 24 million pounds of butter, 7 to 
12 million pounds of cheese, and 34 to 85 million pounds of nonfat dry milk. 
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Most of the butter and about half of the cheese and nonfat dry milk sold for 
commercial export during the last marketing year were for export for foreign 
currencies under title I of Public Law 480. Substantially all of these commercial 
exports have been the result of CCC’s sales at reduced prices for that purpose. 

United States exports of evaporated milk have ranged from 131 to 170 million 
pounds during the last few years. Estimated exports in 1957 were 164 million 
pounds. About three-quarters of the United States exports have gone to the 
Philippines and most of the remainder to the Western Hemisphere countries. 
Netherlands has been the other principal exporter of evaporated milk. Nether- 
lands’ exports have increased in recent years to an estimated 197 million pounds 
in 1957. Dutch exports go mainly to Asiatic countries and Africa. While United 
States exports to the Philippines were substantially the same in 1957 as in 1956, 
Dutch exports to the Philippines increased substantially. Both United States 
and Dutch exporters now are encountering increasing competition in the Philip- 
pines from filled evaporated milk, made from nonfat dry milk and locally pro- 
duced coconut oil. 

United States commercial exports of dry whole milk in recent years have 
ranged from 40 to 46 million pounds a year. Venezuela has been the principal 
market, taking 33 million of the 40 million pounds exported in 1957. Most of the 
other 7 million pounds went to other Western Hemisphere countries. The ex- 
port market for United States dry whole milk has been largely developed by a 
few exporters who have invested in merchandising organization and promo- 
tional activities in these markets to sell dry whole milk under their brand labels. 

Netherlands and Denmark, who are the principal foreign exporters of dry whole 
milk have increased their exports in recent years. While their exports have gone 
mainly to markets other than those to which the United States exports have gone, 
their supplies also have been competing with United States exports in the Western 
Hemisphere markets. United States exporters were able to maintain their ex- 
ports at 40 million pounds during the last 2 years, in the face of lower-priced 
foreign supplies, mainly because of their marketing organization and merchandis- 
ing activities and because their brands were well known in certain markets. 

There are several problems involved in undertaking to maintain or develop 
future United States commercial exports of dairy products: 

(1) There is a dollar shortage in the principal importing countries, mainly the 
United Kingdom, and an unwillingness by them to allocate dollars for United 
States dairy products. 

(2) There is a iack of purchasing power and marketing organization in many 
heavily populated countries which otherwise would be large potential markets. 

(3) Several foreign exporting countries export large proportions of their total 
dairy production and they must meet price competition for the importing markets. 

(4) There is a reluctance on the part of United States exporters to invest in 
more foreign market development in view of the uncertainties as to whether they 
would be able to keep such markets in the face of low-priced foreign supplies. 

(5) The cost of dairy products, other than butter, Cheddar cheese, and nonfat 
dry milk, to commercial exporters based on price-supported milk and butterfat 
in the United States makes it difficult, or in some cases impossible, for United 
States exporters to compete with low-priced foreign supplies. Even the present 
CCC export sales prices for butter, Cheddar cheese, and nonfat dry milk, which 
are far below the domestic price level, are not fully competitive. 

Dairy production has increased in most Buropean countries and in New Zea- 
land, which is a major exporter, during the last year. Prices of dairy products 
have sharply declined in the foreign markets. This has intensified the problem 
of maintaining United States commercial exports of dairy products and of devel- 
oping expanded foreign markets. 

Careful consideration has been given to the advisability of further reducing 
OCC export sales prices for butter, cheese, and nonfat dry milk and of reducing 
the cost of other products such as evaporated milk and dry whole milk to United 
States exporters, by export payment, to enable them to compete more effectively 
with foreign supplies. The decision involves some very important and difficult 
questions. 

One question is whether reducing the CCC export sales prices for butter, cheese, 
and nonfat dry milk, and somehow subsidizing exports of other dairy products, 
would result in more commercial exports, or whether the main result would be to 
further depress the already low foreign market prices and force foreign exporters 
to further reduce their prices without benefiting United States farmers. In view 
of our past experience and the prospective foreign production and market condi- 
tions, the prospects of substantially increasing our commercial exports of dairy 
products, even on a subsidized basis, are not encouraging. 
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Another question is whether subsidizing exports to a greater extent would 
increase or decrease the total cost to the Government of the milk and butterfat 
support program. It might seem that sales at any price might reduce the cost 
compared with donations for school lunch, welfare, and other eligible uses. How- 
ever, the effects on the total cost to the Government would depend considerably 
upon the amount of the subsidy and the extent to which it would be paid on exports 
that would have been made without a subsidy. There is no practicable way of 
limiting the subsidy to increased exports because this would only enable new 
exporters to take over the business of established exporters. In the case of 
evaporated milk and dry whole milk which are the principal unsubsidized com- 
mercial exports, it appears that export subsidies would reduce the total cost of the 
support program only if subsidized exports were very substantially larger than 
they would have been without the subsidy. 

It has been possible to reduce and keep down the CCC inventories of dairy 
products, mainly by the donation of large supplies for increased military use and 
for school lunch and other eligible uses. Butter has been donated only for do- 
mestic uses during the last 2 years. Cheddar cheese and nonfat dry milk have 
been donated for both domestic and foreign eligibile uses. CCC’s uncommitted 
inventories on March 31, 1958, included about 64 million pounds of butter, 115 
million pounds of cheese, and 86 million pounds of nonfat dry milk. It is believed 
that the purchase of other dairy products in addition to butter, cheese and nonfat 
dry milk would not greatly increase the total utilization of dairy products ac- 
quired under the program because the other products would largely displace the 
products now being used by the eligible recipients. 

The Department feels that the present support program for milk and butterfat 
is operating as satisfactorily as it can be made to work. However, the Depart- 
ment will continue to study the operations with a view to making the program 
as effective as possible in carrying out its objective of supporting prices to farmers 
for milk and butterfat. 


Mr. Jounson. Maybe one of you gentlemen can answer the question 
I asked a while back. You say your purchases for school milk took 
about 6 pereent of the milk fat and 11 percent of the total milk pro- 
duced. What I want to know is what percent the export condensed 
milk is to the total milk produced in the United States. We have the 
figures for your purchases. Now if we had the figures for the con- 
densed milk we would know how that compares to your program. 

Mr. Brercer. I just asked the question myself a minute ago to be 
sure that the figure I was about to quote is somewhere in line. We es- 
timate that for evaporated milk as well as dry whole milk it would be 
about one-half of 1 percent of the total milk production in the United 
States. 

Mr. Jounson. The school milk program at the present time takes 
about 1 percent; does it not ? 

Mr. Bercer. Could you answer that one, Don? 

Mr. Roserts. I would think that it would. 

Mr. Anprrson. About 1 percent, about 1 billion pounds, Mr. Emery 
tells me. 

Mr. Jonnson. You say a billion pounds. That would take about 
333 million pounds, a third of a billion. 

Mr. AserNetuy. The one-third of 1 percent was what? 

Mr. Bercer. The total exports out of the United States for evapo- 
rated milk and dry whole milk are about one-half of 1 percent of total 
milk production. 

Mr. AnerNetuy. Are you saying that of all the dairy exports 





Mr. Jounson. Of all the total milk produced in the United States. 
Mr. Anernetny. I do not think that comparison is exactly fair here, 
because I think you ought to relate that to the quanity of milk equiva- 
lent which actually is being purchased by the Commodity Credit Cor- 
poration in the price-support program. That amounts to how much? 
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I believe you have stated 6 percent of the milk fat and 11 percent of 
the nonfat milk solids. 

Mr. Bercer. That is correct. 

Mr. Asnernetuy. Therefore, one-third of 1 percent would be a rea- 
sonably important item when compared with the amount you are pur- 
chasing in the way of milk fat and nonfat milk solids. 

Mr. Bercer. We were only answering the question, Mr. Chairman. 

Mr. Asernetny. I realize that, but I do not want the record to leave 
the impression that it is not an important segment of the milk economy 
because I think it is. I do not think Mr. Johnson intended to leave 
that impression. 

Mr. Jounson. No. I was just trying to get it clear in my own mind. 

I would like to get the record straight, what the percent of the milk 
that you yurchase in all your progr ams is-to the total program in 
the United States. If you take 11 percent of nonfat dry milk, that 
is really part of the whole milk. You get the butter out of the milk 
and then you get the nonfat solids. It is the same milk. 

Mr. Anprerson. It is impossible to give a precise answer, Mr. John- 
son, because we do not purchase the nonfat and fat in exactly the 
same proportion as the cow gives it. On a fat solids basis it is 
around 5 to6 percent. We purchase a higher percentage of the nonfat 
than of the fat. 

Mr. AnerNetHuy. Mr. Heimburger has a question. 

Mr. Hermpurcer. While we are on this subject, Mr. Chairman, I 
wonder what percentage of the total milk production of the United 
States the nonfat dry milk in commercial export constituted at the 
time the Department decided to use that as one of its price-support 
means. 

Mr. Bercer. A large percentage of it is for donations, of course, 
but some is sold abroad. Do you have figures here on that, Mr. 
Anderson ? 

Mr. Hermpureer. I am going back, Mr. Berger, to the time the 
decision was made to utilize nonfat dry milk as one of your price- 
support mediums. 

Mir. Bercer. ‘That is correct. 

Mr. Hermporcer. Did it constitute a significant part of the total 
milk production of the United States? In other words, you just said 
that whole dry milk and evaporated amount to only one-third of 
1 percent. My direct question is: Did nonfat dry milk in foreign 
trade constitute any larger percentage than that of the total United 
States milk production ? 

Mr. Anperson. No. 

Mr. Berger. The only trouble is, you are talking about only part of 
the milk when you talk about dry skim milk. 

Mr. Hermeurcer. Surely. 

Mr. Berorr. You are talking about skim milk instead of whole 
milk. It is hard to make a comparison from that standpoint because 
it does not reflect whole milk as evaporated and dry whole milk do. 

Mr. JoHnson. You have practically to forget the nonfat dry milk 
because up until 10 or 15 years ago we were not processing it and 
drying it and it was not a problem. The farmer was feeding it to 
the animals on his farm. 

Mr. Bercer. That is correct. We are getting a much larger per- 
centage of dry skim milk under the price support program in relation 
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to the butterfat that we are buying. I think it is nearly 2 to 1; is 
itnot? Itis just about 2 to 1. 

Mr. Anverson. Prior to the war, nonfat dry milk was not an 
important commercial export product. I have the figures here if you 
want them. 

Mr. Hermmevurcer. That is fine. Would you cite those figures so we 
can get them, sir, if we do need them? I don’t think they should go in 
the record at this time, Mr. Chairman. 

Mr. Asernetuy. It is not necessary. 

Mr. Anperson. It is in Foreign Agricultural Circular FD 6-57, 
issued on July 22. I imagine the year is 1958. The print does not 
show. 1957, 1 am told. 

Mr. Jounson. Going back once more, if you took the amount of 
cheese purchased by the CCC and the amount of butterfat, the milk 
equivalent of those two items, compared to the total milk produced in 
the United States, what percent would that be? 

Mr. Anverson. On a fats basis, around 5 to 6 percent. In the mar- 
keting year 1957-58, it was 6 percent, Mr. Johnson. 

Mr. Jounson. Then with the milk used in school lunch program, 
the school milk program and the summer camp milk program making 
up a total of 1 percent, so in fact up until this year you took 6 percent 
off the market. 

Mr. Anverson. The special milk program is included in the 6 
percent. 

Mr. Jounson. That is all. I think I have it straight. 

Mr. Apernetuy. Why do you confine the program to butter, cheese, 
and nonfat dry milk? 

Mr. Bercer. I would like to ask Mr. Anderson to answer that be- 
cause he is working with it all the time, and he can give you the 
background of why the program has developed along this line. 

Mr. Anverson. I think Mr. Todd has explained why we do not buy 
evaporated milk under the program. 

r. ABERNETHY. Will you answer the question ? 

Mr. Anperson. Butter and powder are produced widely over the 
United States and a lot of them are produced by cooperatives. They 
are products which are produced in bulk, which we can buy in bulk 
without brand names, and therefore we have no problem in selling 
them back to the industry if the industry wants them. 

I must admit that we have had very few sales back to the industry. 
In the main, there has been no request either from the Department 

Mr. Asernetuy. Is not evaporated milk produced pretty widely 
over the United States? 

Mr. Anperson. Not nearly so widely as butter, powder, and Cheddar 
cheese, sir. 

Mr. Anernetuy. When you say it is not produced so widely, do 
you mean there are many areas of the United States or many States 
or even some sections of the United States where evaporated milk is 
not produced, where cheese and nonfat dry milk powder and butter are 
produced ? 

Mr. Anperson. Yes, sir. 

Mr. Anernetuy. I thought evaporated milk plants were available 
everywhere. Down in my section of the country we have several 
evaporated milk plants. 

Mr. Anverson. I would say you have a very good dairy section. 
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Mr. AperNneTHY. Do you buy any of our evaporated milk ? 

Mr. Anverson. No, sir; we are not buying evaporated milk. 

Mr. ABERNETHY. You mean they have a market for it without your 
buying it; is that it? 

r. Anperson. In the legislative history of the act, which you did 
not quote, evaporated milk is included, and in 1949 we offered to buy 
evaporated milk and we had strong protests from the evaporated milk 
industry itself. 

Mr. AsernetHoy. When was that? 

Mr. Anverson. In 1949, sir. 

Mr. AserNetuy. This is 1958. 

Mr. Anpverson. Yes, sir. 

Mr. Jenninos. A question there, Mr. Chairman. 

Referring back to page 1 of Mr. Berger’s statement, it says: 

The Act specifies that “such price support shall be provided through loans on, 
or purchases of, milk and the products of milk and butterfat * * *.” 

Does it specifically state somewhere further in the act that it applies 
to nonfat dry milk? 

Mr. Anverson. No, sir. 

Mr. ABerNETHY. No; that is one of the reasons we are here. 

Mr. Jenninos. I gathered from his statement that it did, apparently. 

Mr. Anprerson. The conference report, a copy of which I do not 
have with me, makes it very clear that the intent is to support the 

rice of milk and butterfat by the purchase of products and then, as 
recall, it lists “such as butter, Cheddar cheese, nonfat dry milks, 
and evaporated milk.” 

Mr. Sareea That is what I wanted to bring out, because it was 
mentioned in the statement here. Of course, I was not here in 1949. 
I did want to know where you got that. 

Mr. Anverson. The law is very clear, as the chairman read, that 
the purpose is to support the price of milk and butterfat through the 
purchases of the products of milk and butterfat. The law itself lists 
no products whatever. There is the mention of four products in the 
conference report. 

Also, I might add, I do not believe the limitation to the four 
products in the conference report necessarily restricts the Secretary 
to those four products. 

Mr. Wiu1ams. Why did the evaporated-milk industry object to 
your buying evaporated milk? You said they did not like you to buy 
evaporated milk. 

Mr. Anverson. I wolud like the evaporated-milk industry to explain 
that itself. Mr. Todd gave some of the reasons. As I understand, 
they preferred not to have their product in CCC inventory. 

Mr. Wiuiams. Was the reason that it would deteriorate in stor- 
age % 

Mr. Anperson. Evaporated milk does deteriorate some, but the De- 
partment knew that evaporated milk should be turned, and during 
the war we tried to turn it. Maybe we didn’t turn it often enough, sir. 
_ Mr. Witi1ams. That is one of the main reasons. When you resold 
it, there was a question of quality, was there not, which probably 
affected the sale ? 

Mr. Anverson. Evaporated milk, unlike butter and cheese, is sold 
largely under brand names, as Mr. Todd very well explained. I do 
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not think they would like to have their brand name in our inventory, 
where someone else might be able to buy it from us. 

Mr. Asernetuy. Let me go back and put this question to you: I do 
not think there is any way that this committee or the Congress or the 
Department could justify taking a particular action for the purpose 
of specifically maintaining a particular market or a particular proc- 
essor of dairy products. I have reference to the evaporated-milk in- 
dustry. But t do think that there is reason, and good reason and 
sound reason, for the Department to expand its purchases to some 
other products of milk or butterfat, such as evaporated milk, in an 
effort to help it maintain the market which it always has had, not 
for the benefit of the evaporated-milk industry particularly, but for 
the benefit of the dairy Sma for whom this law was written. I 
think that makes sense. Do you not think so? 

Mr. Bercer. May I answer that for you, Mr. Chairman? I think 
it makes sense if we are not maintaining the price-support levels to 
the dairy farmers of the United States in the present program. Why 
step into another field and get into more complications if the farmers 
are getting the price support as announced and established by the law ? 

There is no doubt that the canned product is a more complicated 
product than Cheddar cheese, dry skim milk, and butter. 

Mr. Asrernetuy. Let us see how you would feel about it. Let us 
assume tht you are a manufacturer or processor of Cheddar cheese. 
You buy the milk, make cheese, and sell it. A fellow over here is 
making butter, another one is making nonfat dry milk, and another 
one evaporated milk. The Government moves in and is purchasing 
all those items except cheese. You are making cheese. How would 
you feel about it ? 

Mr. Bercer. You started in from dry skim milk to cheese. 

Mr. Asernetuy. I am talking about cheese now. I am just assum- 
ing that they leave the cheese people out of this altogether, and you 
are one of them. Let us just leave cheese out. We are not going to 
purchase any more Cheddar cheese. We think we can maintain the 
program with nonfat dry milk, butter, and evaporated milk. How 
would you feel about it and how would the cheese people feel about it ? 

Mr. Bereer. Frankly, I don’t think we would be able to do it, 
because there are too many large areas in which the cheese industry 
is the only industry there which is operating. 

Mr. AperNetHy. Suppose you left butter out, then. 

Mr. Bercer. We would have a bigger problem in that because there 
are large areas in which there is neither one of the other two products. 

Mr. Asernetuy. How about nonfat dry milk? 

Mr. Bercer. You would have to raise the price of butterfat to such 
an extent that the dry skim milk would disappear back into livestock 
feeding again, and that would raise the price of butter and would cre- 
ate a bigger problem for the dairyman, I think, than is being created 
at the present time, because dry skim milk is absorbing a lot of the 
extra cost. 

Mr. Asernetuoy. What you are saying, Mr. Berger, is that you are 
just not going to purchase any evaporated milk. If you were in the 
evaporated milk business, you would not be mad about it at all? 

Mr. Brercer. If I were in that business, I would take the same atti- 
tude the industry has taken and the witness has taken today, that 
they do not want the Government in their business except as a subsidy 
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for export business. I think that is very clearly stated. If I were in 
that business, I would feel the same way, Mr. Abernethy. 

Mr. Aspernetuy. Let us be frank and honest about it. It is a sub- 
sidy for these other industries, too; is it not ? 

Mr. Bercer. I don’t think I would classify it as such. It is merely 
a purchase program which stabilizes the price to the farmer. It sta- 
bilives the price which must be paid to the producer. 

Mr. Aserneruy. I realize that, but it is certainly just as much a 
subsidy to the manufacturer of Cheddar cheese in a domestic market 
as it would be to the manufacturer of evaporated milk in the export 
market. What would be the difference ? 

Mr. Bercer. I would consider that it would not be a subsidy to the 
manufacturer because competition forces him to keep his margins at 
a reasonable level. It merely takes some of the risk out of the opera- 
tion. That is about all it does. 

Mr. AserNetuy. I just cannot see your point of saying we are going 
to confine the operation of that program to particular products of 
milk and leave another byproduct over here out. 

I cannot see the fairness of it. 

Allright, Mr. Jennings. 

Mr. Jenninos. Did we clarify the percent of evaporated milk to the 
total supply ? 

Mr. Bercer. The total production of evaporated milk ? 

Mr. Jenninos. Yes. 

Mr. Bercer. I don’t know that that particular question was asked 
or, indeed, if we could answer it. 

Mr. JENNINGS. What is that? 

Mr. Bercer. Could you help us on that now ? 

Mr. Jennrinos. Just roughly. 

Mr. Anperson. You are asking, of all the milk farmers sell off 
farms, what percentage goes into evaporated milk ? 

Mr. JenNriNGs. Yes. 

Mr. Anprerson. My recollection is that it is about 5 percent, sir. 

Mr. Jennincs. What percent does dry whole milk represent ? 

Mr. Berger. That would be pretty small, would it not ? 

Mr. Anverson. No, there is a lot of it. 

Mr. Bercer. Dry whole milk ? 

Mr. ANperson. Pardon me. It is much less than 5 percent, as I 
recall. About 1 percent. 

Mr. Berger. One percent would be closer on dry whole milk. 

Mr. Jennines. Approximately how many processing plants for 
vaporated milk are there in the United States? 

Mr. Bercer. That I could not answer. 

Mr. Anperson. No. 

Mr. Bercer. Can Mr. Emery answer that? Individual plants, and 
not companies? 

Mr. Jenninos. Yes. 

Mr. Anpverson. I think, sir, it would be much better for us to supply 
for the record the number of plants. 

Mr. Jennincs. Would you do that, please, and the distribution of 
those plants. 

Mr. Anperson. We can do it by States. 

Mr. Jenninos. I think that would answer my question. 

(The information requested follows :) 
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Production of butter and American cheese in 1957 and nonfat dry milk, dry whole 
milk, and evaporated milk in 1956, by States 


[Thousand pounds] 





| Production in 1957 ! Production in 1956! 





State and region | 
| Butter | American | Nonfat | Dry whole | Evaporated 



























































cheese | dry milk | milk | milk 
tnt ceadtowssbhds 2. cnakkschenk hiatal i 625 | (2) 21, 801 (2) 
PIII. orien ob beeeecdacnteaysoreent ( Let . (?) we a ee E 
New York.....0000020000000I] 18,966 |" 29, 280 | 448, 203 28, 713 @) 
New Jersey......--..--.-------------------| (?) | (?) (?) -ses hhe=| adsense soci 
IE Bn seca | 10, 415 | (2) | 33, 383 | (2) | (?) 
Other North Atlantic States §__.._._._._.. 385 | 6, 500 3, 609 | 432 | 70, 848 
North Atlantic............---------- | 28,390 | 35, 780 | 206,906 | 29, 145 70, 848 
| ——— 7 p> —________— SSS | ————— — —— — = 
I A ge 0 Eo 44, 750 | 10, 775 | 56, 408 12,042 | 261, 529 
EE = nc cenbitne Chih wh onsbneginmaganme | 22, 240 | 30, 330 | 22, 341 2, 533 (?) 
Illinois. - -.-------------------------------- 45, 930 | 45, 850 18, 409 9, 729 151, 062 
Michigan. ........-------:-------- ib Siac 41, 580 | 32, 070 50, 411 11, 967 96, 911 
ELE LE LRT IO 270, 165 472, 780 479, 109 33, 245 404, 895 
Other East North Central States #....-.--.|._..-...--_- —— a as eeidiln eaaae edb 29, 511 
East North Central-.--.......-.-.---- 424, 665 591, 805 626, 678 69, 516 943, 908 
Minnesota.....- Baa ak phage ses 316, 990 47,180 | 383, 461 4, 825 () 
hicks ictniielgghosincngg pp telbcnin ay catnsntnndy DERG et 188, 800 33, 090 TEED intececcuses (?) 
NE ee i oes an hovadesidndses 58, 530 91, 620 8 ere ao 138, 957 
PET BIEN 6 te ccnscnneccccvescoceweses PE inithe hint inks eked au deve tewmityp car Gainn stripe 
PE SPNOR rinivtec adie cman cousseusescanas 37, 660 (?) OD. « fisetengbbad Likdadieeedall 
— weonencccncnseumnndnduereeneeeoey = 8 on, 4, 927 Po-segaser bawecbale-tall 
beatin ssbb hbedsitnentaneneccocds . 91 12, 935 21, 660 ¢ 58, 103 
oan West North Central States *........)......-.---- 5, 775 6, 389 514 80, 220 
West North Central.............-.-.- 764, 935 
eM hin. chtcdnatentonscsviiess ~ 29901 ¢ 
din ete red nigtisuredonsnastewesns 5, 730 
ee ee ae @) 
ON a $94 odd 3, 220 
eet cid (2) 
ER ia diss oninwtbnibechtlatigns sea @) 
PM ga 3st chino bgp sow ses sss pueseecewss (?) 
Other South Atlantic States 3.............. 510 
Ne Rc inccenncncsccentoons 12, 390 
ATs ics acenicnadsindé Pebsdnedbcdiad 16, 270 
Tennessee 12, 360 
SE 2 Lnbicndevaminvodkeshhaschubbrinebe (?) 
Mississippi 6, 280 
Sc auaincwaddatcbieakerortesenbénl 3, 845 
Louisiana (?) 
Oklahoma 22, 170 
a Ee annealing 7, 560 
Other South Central States 3_............. 375 
South Central. ................-..... 68,860 | 139, 665 22,607 | 1,925 557, 588 
Nietiaee Giese MN FEMA ee oe 
ON eS ae a da acini 30, 535 22, 320 54, 164 eS .4: et 
WE oS ann asehnndaddndetadeckndiens 2, 545 () (2) ee sieelen chdckibeaai 
anaes sheet eaaeuinn ek dines siaiiitate 13, 300 (2) (2) (?) (2) 

BS oe oa daiebaee eS ee ose oak eta oakeekics lapeicenheni 
SC ontidtniddtntitthinateaentaieiest owen (?) lees nnmensess Jahahthcmbblanshtndedend bob asdedecul 
SE Abe senadeulledesschéwiedeocen® 6, 360 | 5, 805 782 | (2) 55, 307 
a al a les statics re thal | a sei eal celia ld | aN ee eee a 
Other Mountain States §_-......2.22.-..- 1, 570 | 1,110 1,949 128 | 94, 506 

I Aenecthalnisienpsdantntaieigciectoe | 58,385 | 33,010 | —_—63, 895 128 149, 813 
oe rag 19,7. 770 Bc e 2, 425 | iG 14, 995 1 (2) ‘ if 64, 906 
I ae Sed ee 12, 705 | 19, 790 6, 854 (?) (2) 
California Gael wicteii theatres en eeanih naankin one | 31, 640 3, 485 | 48, 692 3, 709 259, 576 
Other Pacific States 3...................--- lc deishbtemancelh Bre cabs scbiensselheLé 1, 042 | 10, 459 
eee gl ee 64, 115 | 25, 700 70, 541 4, 751 334, 941 
Nii ca atl ~ 1,421,740 | 1,023,305 | 1,544, 581 111,278 | 2,540, 141 


! Latest available data by States. 
2 Production for States not shown when less than 3 plants reported. 
3 Includes States for which data are not shown separately. 





. > 
a2 ' 


eB Sia 


:S Weies 


ISlSaii: 


DAIRY PRODUCTS PRICE SUPPORT 269 


Mr. JenNniNGs. I have completed the thought on which I was ques- 
tioning the witness. There is one other question that I wish to 4 

You say at the bottom of page 2, “First, the special milk programs 
enlarge the market for milk. This results from increased purchases 
of milk, through established market channels, for consumption by 
children, Armed Forces personnel and veterans’ hospital patients.” 

How much more can that program be expanded ? 

Mr. Bercer. I do not know whether Mr. Anderson might answer 
this in a little different way, but I feel that particular program was 
pushed to about its maximum ability in the past year. We did not 
use all of the funds authorized to be used in the special milk program 
for children last year, but we asked for the same amount again this 
year and feel that we have a chance of possibly using the $75 million 
in that program this year. 

In other words, we think it is going as fast as it can, and we likely 
will do well to use the full $75 million in the program this year. 

Is that about a true statement on that, Mr. Anderson ? 

Mr. JenninGs. While he is answering that, I wonder if he also 
could give us the increase of last year over the previous year, just 
roughly. 

z Saeeninet: I think Mr. Emery can answer that. 

Mr. Jenninos. The reason I ask the question is that I am of the 
opinion that this program has not expanded to the capacity to which 
it could be expanded. Are the States availing themselves of the oppor- 
tunities which are available ? 

Mr. Bercer. I wish we had somebody here from the Agricultural 
Marketing Service which carries on those programs, Congressman, be- 
cause they are in better position to answer your specific questions in 
this field than we are. I can give it to you only as I remember the 
reports as they come across my desk. 

Mr. JenNniNGsS. Will you not agree that the best way to dispose of 
our surpluses is in the fluid state rather than going through all the 
other processes which you have analyzed here ? 

Mr. Bercer. I would agree with that 100 percent, yes. That is 
true. There are complications and it takes a little time for that 
sort of program to take hold. It takes some time to do it. Personally 
I think the boys over in AMS have done a marvelous job in getting 
as much of it out as they have. It is a big thing, it is a hard job to do, 
it takes close supervision. You cannot let them run away with it. 
I am sure you would not want that, either. I think they have done 
a wonderful job, myself, as I look at it and try to study it. If they get 
the full $75 million out this year, I would think they had done a 
wonderful job. 

Mr. Jenninos. I yield. 

Mr. Asernetuy. Mr. Tewes. 

Mr. Trewes. All of us here start on the assumption that we are re- 
luctant to see any dairy market disappear. I would like to examine 
the charge made earlier that the Department throws up its hands and 
is resigned to the loss of these markets. 

I think there is some hint in your statement that you do feel that 
way, too. My criticism is that such an attitude is not a businessman’s 
approach. DoI misinterpret your position ? 
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Mr. Bercer. I think our statement was directed particularly to the 


Philippines situation in regard to evaporated milk. That was one 
that we felt, regardless of whether we put a subsidy in or not, we 
would not be able to hold. There are other factors involved there. 

One of them is the Philippine Government’s action on its own part. 
In the reconstitution plants that they have put in there, unfortunately 
they are using coconut oil instead of using butterfat in making re- 
constituted evaporated milk. They are using the dry skim milk 
products, of course, in that process. 

I would say that I think our statement is directed primarily to the 
Philippine situation. 

Regardless of what we do, unless we have another ICA program for 
that particular purpose, with the Philippine Government’s own view- 
point on it, there is not much chance of holding it. 

Mr. Tewes. Should that conclusion be allowed to stand without 
testing ? 

Mr. Bercer. I think it has been tested so far as that is concerned. 
We have other problems that are involved than just trying to save 
that small amount. The big job is to keep the price support program 
for the farmers. 

Mr. Tewes. I recognize there are problems for you in:storing, label- 
ing, and that sort of thing. But in the overall picture of trying to 
dispose of dairy products, as a representative of the dairy area, am 
I doing all I can for my people if I simply accept your statement that 
markets are lost without at least testing the matter ? 

Mr. Bereer. I cannot tell you what to do in your area. I can only 
say why the decision was made so far as we are concerned. We, too, 
would like to develop all the markets that we possibly can for dairy 
pa but there are times when you have to weigh these things on 

0th sides as to whether it is worth the money that you spend in order 
to maintain it or hold it. That is the way the Board of Directors of 
Commodity Credit Corporation weighed it at the time they made the 
decision that they just did not feel they could go ahead, It was not 
worth the price it would cost in order to try to save it. 

Mr. Tewes. You disagree with Mr. Todd’s estimate that the sup- 
gent program under his proposal would cost $4 million whereas the 
yuying necessitated by this lack of utilization of milk now costs $14 
million ? 

Mr. Bercer. That does not come up with our figures, no. I don't 
know how he arrived at those figures. I have not discussed that par- 
ticular phase of it with him but we do not look at it that way. We 
feel it would cost more. 

The reason for that is that we have to look at the overall. We 
cannot just think of what his company might be losing in the Philip- 
pines. We have to look at what it would cost us for all the other 
commodities doing it on the same basis, and then how much business 
we are getting now, and then we have to pay a subsidy on the business 
we are already holding and which we already have. 

That is the discrepancy between our judgment on the factor and 
Mr. Todd’s statement, though I am not saying his statements are not 
true. I am saying I think we are looking at it in different ways. 

Mr. Trewes. Looking at the other side of the coin, if you adopted 
his position, and decided to subsidize milk but through a different 
procedure, what reaction would that bring from the people who are 


4 








R 
& 
@ 


ie 


DAIRY PRODUCTS PRICE SUPPORT 271 


accustomed to subsidies in the fashion presently employed? Are 
there, for instance, going to be milk and cheese manufacturers who 
will insists that theirs be brand labeled and stored the same as evap- 
orated milk ¢ 

Mr. Bercer. I would think that would be a natural thing to come 
on. It would be the same sort of thing we would have in many 
fields. 

Mr. Trewes. Is this an advantage to the commercial concern which 
others would like to have ? 

Mr. Bercer. It is opening another gate in the whole subsidy field, 
which is very, very broad. It could require us to put on a lot more 
people to carry it out. There is no doubt about that. 

Mr. Tewes. Do you think you have present authority or would it 

require a policy decision from Congress 4 

Mr. Bercer. I think we have all the authority in the world to do it 
if we felt it was good, sound judgment so far as management of the 
Commodity Credit Corporation is concerned. 

Mr. Trewes. It is just a new administrative avenue down in the 
Department, then; is that right ? 

Mr. Bercer. It is really going back to where we are backing up 
what the thinking was originally. In other words, we have this pro- 
posal. This is nothing new. 1 nave been in the Government Service 
now for 4 years. It has been up infrequently, ever since I have been 
here. 

You want to remember when I came in here dairy surpluses were a 
tremendous thing on our Commodity Credit books. We have them 
down now to a very reasonable basis in comparison to that. 

We have studied many, many different programs and I have de- 
cided the one we are using is the most sensible one and one which 
would have the least effect in disrupting markets throughout the 
world and in getting rid of our surpluses at the least possible cost. 

Mr. Tewes. Let us assume we decided there was some merit to 
supporting evaporated milk a that it ought to be done in the tradi- 
tional pattern. Would you favor CCC’s buying evaporated milk? 

Mr. Bercer. I think that would be an error. Your witness this 
morning specifically stated even his company was not in favor of that. 

Mr. Trewes. He had his own reasons for wanting to do it his way. 

Mr. Bercer. The rest of the industry pretty well backs up his 
theory on that. They would rather not have CCC start buying and 
putting in our inventory condensed milk or evaporated milk. 

Mr. Tewes. You said you didn’t want to buy evaporated milk be- 

‘ause it was a new way of supporting dairy prices. Now you tell me, 
also, you do not w ant to buy evaporated milk under the present sys- 
tem; is that right ? 

Mr. Bercer. That is right. 

Mr. Tewrs. You do not want to buy evaporated milk at all? 

Mr. Bercer. I do not think it fits into the price-support program, 
nor is it needed in order to get the farmers the price support that the 
legislation requires. 

‘Mr. Tewes. That is all. 

Mr. Pork. I would like to refer you to the statement of Mr. Ralph 
Cole, of Columbus, Ohio, in behalf of the American Milk Institute, 
and then ask you a question. 
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You heard Mr. Cole’s testimony, I am sure. Beginning at the 
bottom of page 1 of his statement he said : 

The American Dry Milk Institute over a period of 2 years has made repre- 
sentations to the Department of Agriculture as to the need and justification of 
a program which would enable us to stem the steady decline of our export 
business in dry whole milk. Specifically we proposed to the Department of 
Agriculture the inauguration of a program which would enable the industry to 
export dry whole milk at prices which are competitive with foreign production. 
As recently as a month ago, a committee of the American Dry Milk Institute 
conferred with one of the Assistant Secretaries and other officials of the De- 
partment proposing such a program. We have been advised that the Depart- 
ment has rejected our proposal. 

The question is this: Can you tell us for what reason the Depart- 
ment rejected the proposals of the Dry Whole Milk Institute on this 
subject ? 

Mr. Bercer. If you will look back at his own charts in back of his 
testimony, your first chart showing the United States position from 
1951 through 1957, the percentage of the total volume of dry whole 
milk which was sold from the three major exporters, we feel we have 
been holding our position fairly well. 

Mr. Potx. But you recall he mentioned Venezuela particularly. It 
was one of the good markets and the Netherlands increased their ex- 
a 197 percent, or something like that, and the American exports 

ropped very materially. 

It seems to me in this export of dry whole milk you are getting at 
the heart of the problem. Butterfat is one of the problems. 

When we can export butterfat in the form of dry whole milk it 
would seem to me that the Department should use every effort pos- 
sible to increase those exports. 

I would like to have your comment on that, Mr. Berger. 

Mr. Bercer. The other thing I am forced to say and put on the 
record is this: One of the companies, which happens to be one of the 
largest exporters to Venezuela out of the United States, does not feel 
that a subsidy is needed. 

Mr. AserNetuy. There is not full agreement in the Department 
on your own position here this morning, is there ? 

Mr. Bercer. About the subsidy ? 

Mr. AserNetuy. On the subject we have opened here. There is 
not full agreement in the Department ? 

Mr. Bercer. Naturally whenever you get 9,000 or 10,000 people to- 
gether there are people who can have different viewpoints pretty 
easily, but I do not know just what you have in mind there. 

Mr. AnerNeTHy. What company is it? 

Mr. Bercer. I don’t know as I would like to put the name of the 
company in the record. I think they are the ones who should be say- 
ing so but they have passed on to us on a confidential basis they do not 
feel the subsidy is needed to maintain their volume. They are one of 
the largest shippers there. 

Mr. AperNnetuy. Is the company unwilling to make itself known? 

Mr. Bercer. I think they would rather not take a position in op- 
position to the industry as a whole. 

Mr. Asernetuy. If they are unwilling to make themselves known 
their position should not even be considered. 

Would you supply their names to the committee off the record ? 

Mr. Bercer. I would be glad to do that off the record; yes. 
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Mr. Asernetuy. All right. Do you want to do it now or later? 

Mr. Berger. I don’t know who else is in the room. 

Mr. Asernetxy. I will let you use your own judgment as to when 
you do that. 

Mr. Bercer. Thank you, sir. 

Mr. Pork. I would like to have a more definite answer to my ques- 
tion, Mr. Berger. You referred to the statements in back of Mr. Cole’s 
statement, but can you express briefly just why the Department has 
taken this attitude ? 

Frankly, I have no personal interest in the American Dry Milk In- 
stitute. 1 have to admit I never heard of the organization until Mr. 
Cole came here this morning with his testimony. ; 

It struck me as a very fine avenue for getting rid of surplus milk 
and surplus butterfat. an 

I would like to know why the Department has made the decision 
they have on this particular issue. 

Mr. Paumpy. On that last table, as regards Venezuela again, and 
using the statement as presented by Mr. Cole, if you will forgive me 
for using it, while it is very true that percentagewise the Netherlands 
market volume to Venezuela has gone up greatly, the United States 
market was lost between the years 1951 and 1952, after which, statisti- 
cally certainly, it has maintained stable volume even though the per- 
centage has gone down some. 

Mr. Potk. 38,424,000 pounds in 1951 and it is down to 33,507,000 in 
1957. 

Mr. Bercer. It dropped in 1952. 

Mr. Poix. That was probably due to the war situation. 

Mr. Bercer. It has held steadily right on through. 

Mr. Patmpy. Since the year 1952. 

Mr. Poix. It seems to me you are taking the year which is advanta- 
geous to your argument possibly. 

Mr. Bercer. The first thing we would have to do would be to pay a 
subsidy on the 33 million pounds in order to get 3, 4, or 5 million 
pounds if we were to take the increase the Netherlands got. That is 
the business judgment we have tried to give to this, whether it is worth 
the price to pay the subsidy on the 33 million pounds in order to get 
the small increase that we might get if we were to take some of it 
away from Canada or the Netherlands. 

Mr. Hermpcrcer. So the Department is satisfied with this perform- 
ance shown on the Venezuelan chart. Is that right, Mr. Berger ? 

Mr. Bercer. We are not satisfied with it but we do not like to spend 
money foolishly for the small amount we have lost so far. 

Mr. Hermpurcer. You are doing nothing to get it back; are you? 

Mr. Bercer. We are not putting on a subsidy on that particular type 
of product that is merchandized under a brand name. We think the 
people merchandizing under a brand name are doing a good job and 
selling their product. They have a good high-quality product. Those 
merchandizing there are holding their business pretty well without a 
subsidy. 

Mr. Hermpurcer. You mean that when in 1957 they sell 33 million 
pounds of milk out of a total of 57 million pounds to Cessmnalas when 
back in 1952, they sold 32 million pounds out of a total of 46 million 
pounds, that they are doing pretty well and you are satisfied ? 
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Mr. Bercer. 58 percent is holding up pretty well. 

Mr. Hermpvurcer, 58 percent in 1957 and 71 percent in 1952. 

Mr. Bercer. But they went below that long before that. The per- 
centages look like a tremendous amount of milk but actually it is not 
much. 

Mr. Hermpurcer. When did they go down below that? Your 
figures do not show any such instances. In other words, you are just 
resigned to the loss of the few dairy markets the United States has 
around the world. Is that correct? 

Mr. Berecer. I would say the total amount is so small that to pay 
the big subsidy you would have to, to meet this competition there, if 
you were going to meet it, and pay the subsidy on the 33 million 
pounds to get back four or five million, if you got it back, and there is 
no assurance you would get it back if you put on a subsidy, you would 
have to follow it on down, and the experience we have had in attempt- 
ing to meet dairy prices in this world market have been rather sad. 
We never have been able to meet it before World War II or ever since 
then. 

Mr. Hermevrcer. You are just resigned to the loss of what export 
dairy market we do have. That is the Department position. Is that 
right? 

Mr. Bercer. I don’t like the way you are wording that. I would like 
to say it the other way—lI do not see paying the subsidy on 33 million 
pounds in order to attempt to win back 5. 

Mr. Hermpurcer. When you pay an export subsidy on a section 32 
product, canned peaches or take any other section 32 product, you pay 
the subsidy on the entire amount exported ; do you not? 

Mr. Bercer. I would have to ask one of the men here who handle 
that more than I do. 

Mr. Hermpurcer. You do not base it on the amount of that export 
increased thereby. It is assumed it will help the exporter meet the 
difference between a high price, or a supported price of a commodity 
in this country, and an unsupported price elsewhere in the world. 

Mr. Beraer. I always thought of section 32 as being a fund which 
had been set up to meet situations which happen spasmodically on per- 
ishable commodities and not something going along day after day, 
after day, of which you have a price support to the farmer that is being 
maintained. The farmers are not losing a thing. 

Mr. Hetmevrcer. You do not think export subsidies should be used 
in the case of commodities which go along day after day? 

Mr. Bercer. I have not said that. I said a perishable commodity 
which has a support price to the farmer, and that price is being main- 
tained. It is entirely different. I see no comparison with that and 
peaches. 

Mr. Hermpurcer. Do you see a comparison with that and cotton? 
We have an export subsidy on cotton. 

Mr. Berorr. That is true. 

Mr. Hermpurcer. That is different ? 

Mr. Bercer. I don’t say it is much different; it is some different. 
That happens to be one of the commodities classified by Congress as 
one of the basic commodities. 

Mr. Hermepurcer. Milk is in the same category so far as mandatory 
price support is concerned, 
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Mr. Bercer. That is correct, but I still maintain that the judgment 
factor is clearly and simply this: Do we pay a subsidy for 33 million 
pounds of dried milk, dried whole milk going out of this country, in 
order to attempt to get back, say, 5 million | pounds that the Netherlands 
or Canada might have increased theirs in relation to ours? I am not 
sure that we are going to get it back. 

Mr. Hermpurcer. Mr. Berger? ? 

Mr. Bercer. I could not guarantee we would get it back. 

Mr. Hemteurcer. You wiil not get it back, of course. You will not 
get back the money. You are not getting back the money you now 
pay in the form of ‘subsidy on every pound of dairy products that goes 
out of this country. 

Mr. Bercer. That is correct. 

Mr. Hermpurcer. Who do you distinguish between the 33 million 
pounds you are talking about here and the many hundreds of millions 
of pounds that go out in other forms! Every pound of it has a fan- 
tastic subsidy on it. 

If you can hold a new market by extending the subsidy to another 
commodity and at the same time save the Commodity Credit Corpo- 

ration somewhere in the neighborhood of $8 million a year, as the 
gentleman from Carnation pointed out, why should you not extend 
the subsidy to include that product ? 

Mr. Bercer. I have given you the reasons why. 

Mr. HeiMBurGER. They were not very convincing. 

Mr. Berger. I am sorry if 1 have not convinced you. I have given 
you the reasons why. I consider them good, sound, cold-blooded busi- 
ness judgment factors. If you do not classify them that w ay, of 
course that cannot be helped. 

Mr. Hermpureer. I want to settle this point if the chairman will 
mdulge me for another minute or two here. 

Mr. Todd stated that if the subsidy were extended to condensed 
milk, the Government would be saved something over $8 million a 

ear in the cost of disposing of an equivalent amount of milk. You 
ave not given any answer to that argument that I have heard. 

We all know that this is not a business operation. We all know 
that almost every pound of milk that the Government supports, that 
the Commodity Credit Cor poration takes in any form for price-sup- 
port purposes, will have to be given away or sold at a tremendous 
oss 

It is not as though we were considering this in a vacuum and that 
we were asked to put a subsidy on a particular milk product when 
there were no subsidies on any other milk product ant when it had 
never happened before. We know it is a question of how much we 
shall lose on the milk we take in, what it will cost us to dispose of 
the equivalent amount of fluid milk. That is the question involved. 

Mr. Todd has stated—and it has not yet been refuted or even de- 
nied—that an operation which would subsidize the export of evap- 
orated milk would result in the savings of some $8 million a year to 
the Government in disposing of its milk products. Do you not con- 
sider that a rather impelling reason ? 

Mr. Bercrr. I answered the question when it was put to me by 
one of the Congressmen here a minute ago, that I have not analyzed 
his figures. I would say that in looking at them roughly during the 
time I have been here—and I have had some other things on my mind 
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besides that particular figure—I cannot agree with his figure because 
I cannot go at it the way he has. I have to look at it on an entirely 
different basis, and that is what is the total cost of the subsidy on 
dairy products, and not just his evaporated milk going to the Philip- 
pines. How much subsidy do I have to pay on products that we are 
already selling without a subsidy? When I do that, I do not believe 
I aad agree with his figures. 

Mr. HermeBurcer. at product are you talking about? 

Mr. Bereer. Dry whole milk and evaporated milk. 

Mr. Hermpvurcer. The testimony here, though, is that this market 
will not continue much longer. 

Mr. Bercer. We say we do not think a subsidy will hold it anyway. 

Mr. Hermpurcer. And you are not even willing to try? 

Mr. Bercer. If we thought it had a chance of saving it, of course, 
we would try. 

Mr. Asernetuy. May I ask this question, Mr. Berger? Why do 
you not think it would have a chance when you have not tried it? 
If you tried it, it might. Why do you not think it would have a 
chance of saving the market ? 

Mr. Bereer. I[ will turn that to my assistant 

Mr. Apernetuoy. What about your own opinion on it. 

Mr. Bercer. My opinion is, of course, when I get over into the 
foreign field and working with a country like the Philippines, that 
is being handled by the Foreign Agricultural Service and they fur- 
nish the facts and the figures on it, and I think they are better ac- 

uainted with the particular problem within the islands than I am. 
heir recommendations to us and to the Board of Directors of the 
Commodity Credit Corporation are that they did not feel that the 
paying of additional subsidy would save the Philippine market for us. 

Mr. Apernetuy. Is there any possibility of somebody being afraid 
we might offend some other exporter of evaporated milk to the 
Philippines? 

Mr. Bercer. I do not believe that was taken into consideration at 
all as being one of the factors. 

Mr. Asernetuy. Is there any recommendation in the files of the 
Department from the State Department which are not confidential, 
to which you can refer? 

Mr. Bercer. I can honestly say I do not know of any of them as 
far as evaporated milk is concerned. 

Mr. Apernetuy. You do not know of any. 

You were going to refer some question to your associate. 

Mr. Brrcer. Unless I have answered it to your satisfaction. I have 
answered the question to the best of my ability. I was going to refer 
it to him if he could explain what the Philippine problem really was 
and why their recommendation was made to us that it would not pay 
to try to pay a subsidy on the little evaporated milk going out of the 
country to try to save a market which appeared to be surely gone 
anyway. 

Mr. Hermpourcer. Mr. Berger, I have almost finished here. 

Since you have not, as I realize, had a chance to analyze the figures 
which Mr. Todd brought to us this morning, will you take the same 
assumptions, please, if they are valid—if they are not valid, take 
them anyway—and run the figures through and then make your own 
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assumptions and give us a parallel set of figures if you want to, and 
show us what figures the Department would come up with for how 
much, if any, would be saws in disposing of dairy products by dis- 

osing of some of them in the form of a subsidy to evaporated milk. 
We have never seen the figures before, either. 

Mr. Bercer. We shall be very happy to analyze these figures, and 
then we shall be glad to put in the record for you the figures we used 
when we attempted to make what we thought was a good, sound 
business judgment that it would not pay us to go into a subsidy on 
these other products. 

(The information requested follows :) 


The possible comparative costs to Commodity Credit Corporation of carrying 
out the milk and butterfat price-support program by the alternative methods of 
export payments on evaporated milk and dry whole milk and of CCC purchases 
of butter and nonfat dry milk would depend upon (1) the sizes of export payments 
and the quantities exported under an export subsidy program and (2) the CCC - 
purchase prices and the amounts by which exports would be smaller without an 
export subsidy than with a subsidy and, therefore, the equivalent quantities of 
butter and nonfat dry milk that CCC would buy. 

CCC’s present buying prices are 57.75 cents a pound for butter (United States 
Grade A, Chicago) and 14.25 cents a pound for spray nonfat dry milk. CCC’s 
export sales prices (bases port of export) are 39 cents a pound for butter and 9.9 
cents a pound for spray nonfat dry milk. Thus, CCC now is subsidizing com- 
mercial exports of butter and nonfat dry milk by about 18.75 cents a pound of 
butter and 4.35 cents a pound of nonfat dry milk. The CCC export sales prices 
are approximately two-thirds of the CCC purchase prices. The differences be- 
tween such purchases and sales prices are approximately one-third of the CCC 
purchase prices. 

On the basis of these figures, the cost to CCC of subsidizing a specified quantity 
of exports would be about one-third of the cost of buying an equal quantity. 
However, if equivalent export subsidies were extended to products otherwise 
being exported in substantial volume without a subsidy, the export subsidy 
would have to be paid on the total quantity exported including the quantity which 
would have been exported without the subsidy. In the case of evaporated milk 
and dry whole milk, for example, the cost of achieving the same price-support 
effect would be substantially the same by means of export subsidies as by means 
of purchases if the volume of exports would be approximately one-third smaller 
without the export subsidy than they would be with the subsidy. This may be 
illustrated by calculations based on assumed subsidy rates and export quan- 
tities. Calculated on the basis of equivalent quantities of milk fat and nonfat 
milk solids, the present export subsidies on butter and nonfat dry milk (differences 
between the CCC buying and export sales prices) are equivalent to export pay- 
ment rates of approximately 2.67 cents a pound (or $1.16 a case) of evaporated 
milk and 9.4 cents a pound for dry whole milk. Assuming these rates of payment 
and assuming that exports under a subsidy program would equal the 164 million 
pounds of evaporated milk and 40 million pounds of dry whole milk exported in 
1957, the total cost to CCC of export payments would be approximately $4.4 
million on evaporated milk and $3.8 million on dry whole milk. Computed on 
the basis of buying equivalent quantities of milk fat and nonfat milk solids, 
CCC’s present buying prices for butter and spray nonfat dry milk are equivalent 
to approximately 8.4 cents a pound of evaporated milk and 29.6 cents a pound 
of dry whole milk. Expenditures equal to the $4.4 million and $3.8 million 
would purchase in the form of butter and nonfat dry milk the equivalent of 
approximately 52 million pounds of evaporated milk and 13 million pounds of 
dry whole milk. These quantities would be equivalent to approximately one- 
third of the assumed exports under a subsidy program. 

If exports without subsidies would be more than two-thirds of the volume of 
exports under a subsidy program, the cost to CCC in subsidies would be greater 
than the cost of achieving an equivalent price support effect through purchases 
of butter and nonfat dry milk. On the other hand, if exports without subsidies 
would be less than two-thirds of subsidized exports, the cost to CCC of subsidies 
would be less than the cost of achieving the price support through purchases. 
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In view of the increasing competition from filled evaporated milk in the 
Philippines (to which three-fourths of the commercial United States exports 
have gone) it is doubtful that export subsidies would maintain evaporated milk 
exports at the 1957 volume. However, it also appears doubtful that evaporated 
milk exports without a subsidy will be less than two-thirds of what they would 
be with a subsidy. While an export subsidy might help United States exporters 
to maintain dry whole milk exports at the 1957 volume or perhaps a little higher, 
it is also doubtful that dry whole milk exports without an export subsidy would 
be less than two-thirds of exports with a subsidy. 

Mr. Hermeurcer. I wonder if you would turn back to the first of the 
two tables at the back of Mr. Cole’s statement where you said when 
you referred to it that you thought that was a pretty good looking 
record, the one which refers to all whole milk exports rather than to 
Venezuela. 

The total volume of whole dry milk in export increased from 98 
million pounds to 124 million pounds between 1951 and 1957, while 
‘the United States share of this world market declined from 59 mil- 
lion pounds in 1951 to 40 million pounds in 1957. You are still well 
satisfied with that performance; is that correct / 

Mr. Brrerr. Again I will correct the record and say no, I am not 
satisfied, but it is also no reason why we should spend more money 
on subsidizing what we already have in order to try to maintain 
our position when it has such a small effect upon what it will do for 
our American dairymen. 

Mr. Hermeurcer. You see no reason to take any action on the part 
of the Department to regain 

Mr. Bercer. That action has already been taken and authorized 
by the Board of Directors of the Conimodity Credit Corporation, and 
not me alone. 

Mr. Hermpurcer. What action has been taken ¢ 

Mr. Bercer. The action of turning down the request. 

Mr. Hermpurerr. You see no reason for the Department to take 
any action to try to regain this market ? 

Mr. Bercer. That is true. 

Mr. Hermepurcer. Mr. Chairman, I wish to comment, if I may, that 
this is the most pessimistic statement I have heard from the Depart- 
ment in recent recollection. It says, in effect, that we are losing 
what little dairy markets we have ever had around the world, and 
“in view of our past experience and prospective foreign production 
and market conditions, prospects of sitbistan tially increasing our com- 
mercial exports of dairy products, even on a subsidized basis, are not 
encouraging.” 

I thank you. 

Mr. Aserneruy. Mr. Polk, have you further questions ? 

Mr. Pox. No. 

Mr. Averneruy. Mr. Johnson / 

Mr. Jounson. The suggestions made here today are along the 
same line as your statement on page 2. You talk about the school 
milk program and say, “First, the special school milk program en- 
larges the market for milk.” It would seem to me if we want to en- 
large the market for milk, we should not lose our market for for- 
eign dry whole milk or condensed milk. As the different witnesses 
pointed out here today, if you lose those markets the Department 
will have to buy more butter and cheese. 
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I know that in Wisconsin, several of these big condenseries have 
closed and re who were making dry whole milk have quit. You 
are going to get that product in the form of butter and cheese even- 
tually ; are you not? 

Mr. Bercer. You will get any product that is left over after the 
consumer demand has been taken care of. That is the w ay the law 
is written and that is how we are carrying it out. 

Mr. Jounson. You say you have plenty of authority under the law 
now to buy condensed milk. Do you also mean you have authority 
under the law to pay a subsidy on condensed milk and dry whole 
milk or would you need new authority ? 

Mr. Bercrer. I see no reason for new authority. We can do it 
tomorrow if we wanted to. 

Mr. Jounson. You can pay a subsidy to exporters of dry whole milk 
condensed ? 

Mr. Bercrer. I am confident that is true. I am not a lawyer but 
I have read that act many times. I have heard that expressed and 
Iam sure the authority is there. 

Mr. Jounson. It would seem as we have been sitting here today 
that you have already gone over this proposition. Every pound of 
cheese, butter, dry whole milk, or condensed milk that leaves the 
country means that much less surplus to have in the country. Am I 
right on that point ? 

Mr. Bercer. I got lost there, sir. 

Mr. Jounson. Every pound of butter, cheese, condensed milk, dry 
whole milk which leaves the country means that much less surplus 
in the United States; is that right ? 

Mr. Bercer. That would bea true statement; of course. 

Mr. JouNnson. Has the Department ever looked into the cost of 
a subsidy program to export all dairy products—butter, cheese, et 
cetera / 

If a pound of cheese were exported and you had to pay an export 
subsidy you would not be paying the total cost of cheese but only 
part of it? 

Mr. Bercer. That is right. 

Mr. Jonson. When you buy the cheese you pay for the total 
poundage of cheese, the same as butter. Has the Department ever 
explored a subsidy across the board for dairy products which leave 
the country ? 

Mr. Bercer. We have, yes. We do not see how we will—— 

Mr. Jomnson. What would the cost of such a program be to get 
rid of 5 or 6 percent of the surplus? 

Mr. Bercer. It is the possibility of getting rid of it. You never 
have had export business on dairy products. That is one of the 
things that creates this problem. 

Mr. Jounson. Weare losing what we have. 

Mr. Bercer. It is such a small percentage that it still does not affect 
your overall price-support program to bother anything. 

Mr. Jonnson. According to the witness this started in the last 
2 or 3 months. 

Mr. Bercer. We have heard about it for the last 3 years. 

Mr. Jounson. It has become worse in the last 3 months. Is that 
correct ¢ 
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Mr. Bercer. I don’t know whether it has. I have not had the 
figures on it in the last 3 months. It might have. It may if we lose 
the Philippine business. If we lose that I presume it will be less. 

Mr. Jounson. Then we will have that much butter and cheese for 
the CCC to give away or to dispose of. 

Mr. Bercer. That is right. 

Mr. Jounson. You do not think an export subsidy might be cheaper 
in the end ? 

Mr. Bercer. According to our analysis, and we have agreed to put it 
into the record, we will check the figures that are in this report against 
our own and we will put them in the record, we will insert the entire 
record as to our findings on that. It is a matter of our being forced to 
pay a subsidy on business that we already have before we start paying 
subsidy on the other commodities that we might be selling in addition. 
Whether we are going to buy any additional business is ‘the big ques- 
tion mark. We doubt that. 

Mr. Jounson. How much butter and cheese are our commercial 
exporters sending out of the country at this time? 

Mr. Beroer. A very, very small quantity. We can supply the 
figure. 

Mr. Jounson. Then if you started paying a commercial subsidy on 
‘butter and cheese you would not be paying any large amount that is 
going out ? 

Mr. Berger. No. Of course, we are selling now, and our price in 
the export market is cheaper than the domestic sales price by quite a 
lot on butter and cheese now. However, we are not going to cure the 
dairy price-support problem with export sales. 

Mr. Jounson. It would seem to me you would. When you have the 
supply in the country down to what we can consume the price would go 
up. 

Mr. Berger. Not by export sales. You never have had it and I do 
not think it will be possible to do it. It will not cure the dairy price- 
support problem with export sales. 

Mr. Jounson. The Dutch have not had these markets but they are 
taking them now. Are we going to sit by and let them do it ? 

Mr. Berger. It gets back to the Philippines again and they won’t 
hold it any more than we are. 

Mr. Jounson. I think there was testimony here this morning that 
they are going into South America and taking our markets, too. 

Mr. Beroer. I would not have any particular information on that. 

Mr. Roserts. The Dutch always have exported dairy products in 
very, very large volumes. They have earned a large portion of their 
foreign exchange by the export of dairy products and they have 
recently been squeezed out of some markets, such as south Asia, for 
instance, and pressure has been on them from various sources. They 
have been increasing their exports wherever they can on a commercial 
basis. 

The dairy product prices in one of the biggest export markets that 
Netherlands and New Zealand have, namely the United Kingdom, 
have been extremely depressed over the past year or so, particularly 
for butter and cheese. 

As a result they have a tendency to shift as far as possible into any 
products they can and into any markets they can. They have always 
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been much larger exporters of butter and cheese than the United 
States. 

Mr. Jounson. You would say the Dutch are in the process of shift- 
ing from butter and cheese into condensed milk and dry whole milk? 

Mr. Bercer. To the extent that they think they can do it more 
profitably they are attempting to do that. 

Mr. Jounson. Could the Department furnish us with figures on 
that? Can you tell us what it would cost for an export program for 
butter and cheese as well as condensed milk and dry whole milk? 

Mr. Bercer. In other words, give you the world market as of 
today ? 

Mr. JoHnson. How much we would have to spend in money in 
order to pay a subsidy. 

Mr. Berger. If we sold it all in the world market, you mean ? 

Mr. Jonson. A good share of it, 2 any way. 

Mr. Bercer. Who knows where the world market would go. It is 
about the lowest ebb it has been for many, many years at the present 
time. If we were to put on our surpluses who knows how much 
lower it would go? 

Mr. Jounson. The cotton people are moving their cotton into the 
world market and it has helped the supply here. 

Mr. Bercer. We have been doing that on a regulated basis and we 
have not put it all on. 

Mr. Jounson. No, but a large share. 

Mr. Bercer. We also had a cotton export business before World 
War II. About all we have done is to retain the export business that 
we had before and in dairy products we have not had any export busi- 
ness to amount to anything. 

Mr. Jounson. Our production of dairy products has gone up in the 
last 10 or 15 years. It would seem there is nothing wrong with our 
looking for a market in the world any more than it is for other 
commodities. 

Mr. Berger. The only thing we have done in cotton in reality is to 
maintain or regain the ‘exports that we normally had in cotton. 

Mr. Jounson. I think it isa good thing. 

Mr. Bercer. In the case of dairy products you have not had any 
export business to amount to anything so far as volume is concerned 
prior to World War II. 

Mr. Jonunson. Is there anything wrong with trying to get a 
market ? 

Mr. Bercer. No, but it is a hard thing to get sold in the world. I 
will say that. 

Mr. Jounson. That is all I have. 

Mr. Quire. Is it the recommendation of the State Department that 
we cannot sell any of these commodities, for which we provide a price 
support, into a market that historically has been held by a country 
which is supposed to be friendly with us? Would this not be the 
biggest reason we would not want an export subsidy, because it might 
enable exporters to develop markets in areas which have been his- 
torically held by countries friendly to us? 

Mr. Bereer. I believe I would be safe in saying that the State De- 
partment’s responsibility, of course, is working with other nations 
of the world who are friendly to us. That gets into their field. In 
any problems we have had, when it comes to developing export sub- 








282 DAIRY PRODUCTS PRICE SUPPORT 


sidies on anything, and which will enable us to maintain or retain 
the exports we have had in the past, in other words, if we definitely 
lost markets, we have had no particular problem in having the State 
Department sell the friendly countries in the world that we have a 
right to that sort of market. But when we step over into a field 
where we have not had any volumes in exports, then they have a 
problem in selling the other countries of the world that we have as 
much right to put out a commodity like a dairy product where we 
have no oaitrels merely a price support, and then flood the world 
market with it. That would be hard for them to face up to with 
friendly countries of the world. 

Mr. Qutr. So then the basic reason behind this would prevent it 
even if it would be true that paying an export subsidy would cost 
less to the taxpayers than the present way by which you purchase 
the dairy products through Public Law 480 and then let the exporters 
pay them a certain amount to export for foreign currencies. Even 
though paying an export subsidy would be a cheaper program, you 
still would not do it because it might endanger the markets of some 
other foreign nation. 

Mr. Bercer. I would say that decision, of course, would be the 
State Department’s, which does work with the rest of the world and 
has that problem on its hands. 

Mr. Qutr. Really, that is what we are up against here, too. 

Mr. Bercer. That is definitely a problem. 

Mr. Asernetuy. I want to ask one final question, Mr. Berger. 

You stated that you had no reason to believe that a subsidy would 
help us hold the market if we lost it. I believe that was your state- 
ment. 

Mr. Berger. Hold it or increase it. 

Mr. Asernetuy. Hold it or increase it. What do you think the 
Dutch think about the 73-cent subsidy they are paying now? 

Mr. Bercer. I imagine they feel that that is a pretty heavy penalty. 
I don’t know. 

Mr. Asernetuy. Why did they put it into effect, in your opinion? 

Mr. Bercer. There is only one reason that they would put it into 
effect, and that is that they were attempting either to get back or to 
increase their sales. 

Mr. Anernetuy. Would you say that the 73-cent subsidy they are 
paying is increasing their market, decreasing it, or that it is just hold- 
ing itsown? Are they losing money on that subsidy ? 

Mr. Bercer. Mr. Congressman, when we get back to the question of 
the Philippines, to which 75 percent of our exports of evaporated 
milk goes and where the Netherlands has made the greatest inroads 
on our market, I do not think they expect they will hold theirs very 
long, even though they are paying that big a subsidy. 

Mr. Avernetuy. They put that subsidy into effect for 1 purpose 
and only 1 purpose—to get that market. That is true, is it not? 

Mr. Beraer. I presume that is true. 

Mr. Asernetuy. Do you think it advisable for us to meet that, or 
not ? 

Mr. Bercer. I have told you the action of the Board of Directors of 
Commodity Credit is that it is not advisable at this time. 

Mr. Anernetuy. Was the opinion unanimous ? 

Mr. Brercer. Yes, sir. 
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Mr. Asernetuy. It was unanimous? 

Mr. Bercer. Yes, sir, as far as the vote on the Board is concerned, 
that is correct. 

Mr. Avegneruy. Is there anything further ? 

Thank you very much, gentlemen. 

Mr. Topp. Mr. Chairman, could I take 30 seconds, or is that not 
proper. 

Mr. Anernetuy. We shall give you 30 seconds. 

Mr. Topp. In connection with the points which have been brought 
up, I want to say our faith in the Philippine market is not lost. We 
have a Carnation label out there which is worth quite a bit to us. We 
could have licensed that abroad undoubtedly on a royalty. We could 
have caused the milk to be produced someplace else in other export 
bases and realized a substantial amount. We are willing to take a 
gamble that we can hold it for a while with the subsidy we have asked 
for from the United States. We have been in the milk business for 
quite a while. 

The second point, we have made a proposal which would answer Mr. 
Berger’s thought here. Our original thought was that the Depart- 
ment should decide where a subsidy was needed, so it might not have 
to subsidize all exports. That could be done on a country-by-country, 
product-by-product basis. 

The third point. A lot of people have said this would cause a change 
in labeling, and so forth. That was brought up in today’s testimony. 
Actually it would not. Today, for instance, the Department buys 
items it would not normally buy, which are branded, and sells them 
right back to the exporter. The exporter has agreed to take it back. 
In other words, it never leaves his possession. The same thing could 
be done with evaporated milk. The Department could purchase it on 
the promise of the exporter that he would repurchase it and export it 
for the lower price. 

So you distinguish between a subsidy and buying. This would be 
a case of buying the same way they have. They already deal in 
branded names. 

Mr. Jounson. Are you referring to the cheese purchased several 
years back ? 

Mr. Topp. I am referring to evaporated and whole milk. No, I was 
not. I was referring to a little higher grade of powder. 

Mr. Apernetuy. Mr. Berger, do you want an opporunity to reply? 

Mr. Beroer. On the No, 2 point, I think I have answered every- 
thing he has said. There may be disagreements as to his viewpoint 
and our viewpoint. This idea of being able to pay a subsidy different 
in one country or upon application of an importer is something that 
would just absolutely be impossible for the Department to administer. 
If you put a subsidy on a product, you have to put it on for everybody 
all over the world in all of our friendly countries on the same basis. 
You cannot treat one country differently from another. 

Mr. Anernetuy. I would like to say this. I feel as Mr. Johnson 
does. I was listening to his line of questions a moment ago. Small 
thouch this market may be. I think we must try to hold it. I think 
we should take another look at it. There is no question that the 
Dutch put the subsidy in effort to take the market. They are taking 
an American market. They moved in to get it. With all deference, 
I think we should not throw up our hands and say, “We are going to 
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lose it anyhow. I doubt that we could do anything to stop it.” I think 
we should take a look at it again, Mr. Berger, and I hope you will. 

Mr. Jounson. In conjunction with the chairman’s remarks, I would 
like to say I wish the Department would look into the whole matter of 
subsidies on exported dairy products and we would like to have you 
here again after you have developed the program. The Secretary has 
told us that you do not want a we paid direct to the farmer. We 
are looking for something that we can do to nae our dairy people. 
An export subsidy might be the idea of getting rid of this surplus. I 
want to know the figures and facts before I make up my mind, but it 
looks as if it could be an idea to help move the surplus. 

Mr. AneRnetHy. The committee stands adjourned. 

(The following statement was submitted to the subcommittee :) 


STATEMENT OF E. M. Norton, SECRETARY, NATIONAL MILK PRODUCERS 
FEDERATION 


Mr. Chairman, members of the committee, the National Milk Producers Federa- 
tion is a national farm organization. It represents over half a million dairy 
farmers and some 800 dairy cooperative associations which they own and operate 
and through which they act together to process and market at cost the milk 
and butterfat produced on their farms. 

Dairy farmers acting through their own cooperatives are engaged in process- 
ing and marketing practically every form of dairy product produced in sub- 
stantial volume in the United States. 

The policies of the federation are developed and adopted by the delegates 
of its 500,000 dairy farm family cooperative members. These policies are 
adopted by people best informed about the production and marketing problems 
of milk and dairy products, the dairy producers. 

The subject of this hearing—operation of the price-support program—is one 
in which dairy producers have a deep interest. In the main, we have no 
extensive criticisms of the operation of the program. However, we believe 
that policies of lower and lower returns to dairy producers will benefit neither 
the producer nor the consumer. 

Until such time as the Congress authorizes and the President approves a 
producer financed and administered dairy stabilization program, it is impera- 
tive that Government price-support operations continue. The key to the opera- 
tion of any successful price-support program is disposal of excess production. 
The importance of surplus management is readily recognized when we realize 
that the excess production of milk in this country has, in recent years, been 
between 4 and 5 percent of our total production. In other words, the amount 
of excess milk production in the United States is of such small volume that 
precision-type management is necessary. 

The many authorities granted the Secretary of Agriculture by the Congress 
in recent years can, if fully utilized, make possible the astute management 
of the small percentage of excess production. 

The distribution programs administered by the Department of Agriculture 
are the main instrumentalities that can make the management of excess pro- 
duction effective in stabilizing prices to dairy farmers. The National Milk 
Producers Federation vigorously supports the distribution programs authorized 
by Congress and administered by the Department. We have testified previously 
that the operation of these programs has in general been satisfactory. We have 
believed for some time that their effectiveness can be substantially increased 
by the simple expedient of removing dairy stocks from CCC inventory when 
a constructive outlet becomes available. For instance, it is common knowledge 
that even though CCC has committed a part of its inventory of buttter for 
use in school-lunch programs, this butter continues to show in the CCC inven- 
tory until such time as printing contracts for the butter are let. It seems to 
us that more effective administration of the authorities given to the Department 
of Agriculture requires that when commitments of this type are known to 
CCC, the amount of the commitments be immediately withdrawn from inventory 
reports. 

The argument has been made by the Department against this proposal on 
the grounds that CCC has as its first obligation the commercial sale of its 
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inventories. We believe that reality makes the application of this policy 
almost meaningless at this time. 

We believe this for the reason that the policy set forth by the President in his 
veto message of the farm price freeze bill, to the effect that CCC would not sell 
dairy products in commercial channels at less than 90 percent of parity, puts 
the Commodity Credit Corporation pretty much out of the business of selling 
dairy products domestically. It is very unlikely that many commercial sales 
for butter will be made at 914 cents per pound over the going market price. 

If a commercial sale is anticipated, then the Department should commit the 
amount of product required and remove it from CCC inventory. The commitment 
of CCC stocks when uses are known, will hasten the time when those stocks will 
be zero and dairy products will be marketed in a free market where product 
price can reach a higher level. The attainment of a free market position will 
bring to realization the desires of the Secretary of Agriculture. 

The record of disposal operations clearly shows that the full utilization of 
congressional authority to deal with surplus problems could result in zero or 
pactically zero inventories of dairy products in Government hands. 

From this, the conclusion is inevitable that no additional authority is needed 
to manage the so-called excess production of milk in the United States. What 
is needed is an aggressive policy of administration that will use the authorities 
presently on the books toward the end of eliminating CCC holdings of dairy 
products in the face of the situation that we have described herein. 

Proposals to include dairy products in addition to butter, cheese, and powder 
under a subsidized export program will not increase the amount of butterfat or 
milk solids currently moving in world trade. Therefore, the additional cost to 
the price support would not accelerate the disappearance of Government-owned 
stocks of dairy products. 

Additional cost would also occur by the export subsidization of current world 
marketings of products such as evaporated milk and dry whole milk. 

The proposal will add to the cost of the price-support program and will not 
beuefit dairy farmers. Neither will it result in the export of greater quantities 
of United States production. Any proposal to subsidize exports of dairy products 
other than butter, cheese, and nonfat dry milk powder could only accrue to the 
benefit of proprietary handlers of milk, the packaging companies, and the trams- 
portation agencies. 


(Whereupon, at 12:50 p. m., the subcommittee adjourned. ) 
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DAIRY PRODUCTS PRICE-SUPPORT AND SELF-HELP 
POLICIES 


TUESDAY, MAY 138, 1958 


House or REPRESENTATIVES, 
SuBCOMMITTEE ON Darry Propucrs or 
THE CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 


The subcommittee met pursuant to recess at 10 a, m., in room 1310 
New House Office Building, Hon. Thomas G. Abernethy (chairman 
of the subcommittee) presiding. 

Present: Representatives Abernethy (presiding), Polk, Johnson, 
Williams, Tewes, and Quie. 

Also present: Representatives Clifford G. McIntire and Charles 
H. Brown. 

Mr. AperNnetuy. The subcommittee will come to order. 

The committee is meeting this morning for the purpose of taking 
testimony on several bills generally referred to as “Self-Help” legis- 
lation. I won’t read the authors and numbers into the record at this 
time. They will, however, be inserted at this point in the record. 

(The bills referred to above are as follows:) 


[H. R. 1077, 85th Cong., 1st sess. ] 


A BILL To provide an adequate, balanced, and orderly flow of milk and dairy products 
in interstate and foreign commerce; to stabilize prices of milk and dairy products; to 
impose a stabilization fee on the marketing of milk and butterfat ; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Dairy 
Stabilization Act of 1957”. 


LEGISLATIVE FINDING 


Sec. 2. Milk and dairy products are an important source of the Nation’s total 
supply of food for domestic consumption and for export. They are marketed on 
nationwide markets, and substantial quantities thereof, in raw or processed form, 
move in interstate and foreign commerce. Recurring seasonal and periodic 
surpluses and shortages, impaired purchasing power and financial instability of 
milk producers, unnecessarily high prices to consumers for essential foods, 
disorderly marketing practices, economic strife, and congestion in storage, trans- 
portation, processing, and other handling facilities adversely affect farm credit, 
disorganize and disrupt the agricultural and general economy of the United 
States, impinge on the public welfare, impair the national security, and burden 
interstate and foreign commerce. The production and marketing of milk and 
dairy products is affected with a public interest, directly affects the welfare and 
security of the Nation, and is attended with substantial and far-reaching conse- 
quences to interstate and foreign commerce. All marketing of milk and dairy 
products is either in the current of interstate or foreign commerce or directly 
affects such commerce. That part which enters directly into the current of 
interstate or foreign commerce cannot be effectively regulated without regulating 
also that part which is marketed within the State of production. The intrastate 
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production and marketing of milk and dairy products is in competition with the 
production and marketing of milk and dairy products for interstate and foreign 
commerce. 

DECLARATION OF POLICY 


Sec. 3. It is hereby declared to be the policy of the Congress (a) to provide 
an adequate, balanced, and orderly flow of milk and dairy products in interstate 
and foreign commerce; (b) to promote the effective merchandizing of milk and 
dairy products in interstate and foreign commerce; (c) to develop an improved, 
orderly, and stabilized market for milk and dairy products which are marketed 
in interstate or foreign commerce, or so as to affect such commerce; (d) to 
protect the security and welfare of the Nation by maintaining adequate domes- 
tic production and supplies of milk and dairy products and by keeping the na- 
tional agricultural resources permanently productive and reasonably adjusted 
to current demand; (e) to stabilize the prices of milk and dairy products at levels 
which will assure adequate supplies of milk and dairy products and provide a 
fair return to the producers of milk and butterfat commensurate with the cost 
of production, taking into consideration the investment and risk involved, and 
the labor of the producer and his family; (f) to protect the interest of con- 
sumers by maintaining a stabilized continuous, and adequate supply of milk 
and dairy products at fair prices and by authorizing no action which has for 
its purpose the establishment or maintenance of prices to producers at levels 
above those specified in subsection (e) ; and (g) to provide a self-financing system 
of price and production stabilization for milk and dairy products, based on a 
stabilization fee to be paid by those marketing milk, butterfat, or dairy products 
in interstate or foreign commerce, or so as to affect such commerce. 


GENERAL DEFINITIONS 


Sec. 4. For the purposes of this Act— 

(a) The terms “interstate commerce” and “foreign commerce” include the 

movement of milk and dairy products in commerce between any State or the 
District of Columbia and any place outside thereof, or within the District of 
Columbia, or between any Territory or possession which is included within the 
operation of this Act by the action of the Board and any place outside thereof, 
or within any such Territory or possession. 
' (b) The term “affect interstate or foreign commerce” means among other 
things, to burden, obstruct, impede, or otherwise affect interstate or foreign 
commerce, the free and orderly flow thereof, or the production, storing, process- 
ing, marketing, or transportation of milk and dairy products for or in such com- 
merce or after transportation therein. 

(c) The term “United States” means the several States, the District of Co- 
lumbia, and any Territory or possession of the United States which the Board 
determines should be included in the operation of this Act. The term “States” 
includes any State, the District of Columbia, and any Territory or possession 
which the Board includes within the term “United States”. The provisions of 
this Act shall apply to the United States as herein defined, except that the pow- 
ers and authority of the Board may be exercised in other areas and in foreign 
countries in connection with the disposal of milk, butterfat, and dairy products. 

(d) The term “Secretary” means the Secretary of Agriculture, “Department” 
means the Department of Agriculture, “Board” means the Federal Dairy Stabili- 
zation Board, and ‘Advisory Committee’? means the Federal Dairy Advisory 
Committee. 

(e) The term “person” means an individual, partnership, corporation, asso- 
cation, trust, estate, or any other business entity. 

(f) The terms “milk”, “butterfat”’, and “dairy products” mean milk and 
butterfat and the products of milk and butterfat, respectively, including any 
classification, type, or grade thereof; together within such combinations and by- 
products thereof, and such products manufactured wholly or in part of both or 
either, as may be designated by the Board. 

(zg) The term “marketing year” means the twelve-month period beginning 
April 1 of each year. 

(h) “Estimated supply” for any marketing year shall be (1) the estimated 
carryover at the beginning of such marketing year; plus (2) estimated produc- 
tion for market in the United States during such marketing year; plus (3) 
estimated imports into the United States, Hawaii, and Alaska during such mar- 
keting year, less the estimated surplus to be acquired by or charged to the Com- 
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modity Credit Corporation as a result of imports. Estimates for marketing years 
may be based on statistics or estimates for calendar years, or, in the discretion 
of the Board, calendar year estimates may be used in place of marketing year 
estimates. 

(i) “Carryover” shall not include the estimated surplus milk or dairy prod- 
ucts owned or controlled by or charged to the Commodity Credit Corporation, or 
to be acquired by or charged to it, under this Act before the beginning of the 
marketing year for which “carryover” is to be estimated. 

(j) “Estimated demand” for any marketing year shall be (1) the estimated 
domestic consumption during such marketing year; plus (2) estimated exports 
during such marketing year; plus (3) an allowance for carryover. In deter- 
mining estimated demand, estimated disposals of surplus milk or dairy products 
by Commodity Credit Corporation, or by the Board outside of the ordinary chan- 
nels of domestic or foreign trade, shall be excluded. 

(k) The “allowance for carryover” shall be determined by the Board. In mak- 
ing this determination consideration shall be given to the need for maintaining 
an adequate, dependable, and continuous supply of milk and dairy products. The 
Board shall take into consideration any abnormal conditions present or likely 
to prevail, contingencies related to national security and world supplies, and 
trends in the production, marketing, and utilization of milk and dairy products. 

(1) “Milk producer” means any person engaged in the production of milk or 
butterfat for market. A milk producer to be eligible to serve as a member of 
the Board, or to vote for nominees for appointment to the Board, must be en- 
gaged at least ten months in a year in the selling of milk or butterfat on a com- 
mercial basis. 

(m) “Commodity Credit Corporation” shall include the Commodity Credit 
Corporation as now or hereafter constituted and any successor or other Federal 
agency authorized to perform similar services. 


FEDERAL DAIRY STABILIZATION BOARD 


Sec. 5. There is created within the Department of Agriculture as an agency 
and instrumentality of the United States a Federal Dairy Stabilization Board 
consisting of fifteen members to be appointed by the President from nominees 
selected by milk producers. Only persons who are milk producers, or who are 
officers or full-time employees of such dairy cooperative associations or mar- 
keting agencies of dairy cooperative associations as meet the requirements of 
the Capper-Volstead Act (7 U. S. C., sec. 291-292), shall be appointed to or eli- 
gible to serve on the Board. 

Sec. 6. In order to secure appropriate regional representation on the Board, 
the United States shall be divided into fifteen Federal dairy districts to be des- 
ignated by the Secretary. In designating such districts, the Secretary shall give 
consideration to (1) complete geographical representation of the United States 
and (2) the importance of dairy in each district. 

Sec. 7. Each Federal dairy district shall be entitled to one place on the Board. 
The milk producers in each district shall by ballot select three nominess for the 
place on the Board assigned to their district. Each milk producer shall be en- 
titled to submit one name for the place on the Board to be filled by a nominee 
from his district. The three candidates receiving the highest number of votes 
for each respective place on the Board shall be the nominees for appointment to 
such place. The Secretary shall conduct all elections for the selection of nomi- 
nees for appointment to the Board, prescribe such rules and regulations as he 
may consider necessary in the administration of the duties assigned to him 
under this Act, determine all questions involving the qualifications of nominees, 
members of the Board, or milk producers, resolve all tie votes for nominees, and 
certify all nominees to the President. The decision of the Secretary in all such 
matters shall be final. From the three nominees so selected for each place on the 
Board, the President shall appoint one to membership on the Board. In making 
appointments to the Board, the President shall give due consideration to secur- 
ing an equitable representation of the various forms in which milk and its 
products are sold. 

Sec. 8. The first appointments to the Board shall be equally divided between 
two-, four- and six-year terms, respectively, as designated by the President, and 
thereafter each member shall be appointed for a term of six years. Terms of 
Board members shall be based on calendar years and shall expire on the 31st 
day of December of the last calendar year of the appointment. Each member 
shall hold office for the term of his appointment and until his successor shall have 
been appointed and shall have taken office. Board members may be removed for 
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cause or ineligibility by the President. Vacancies on the Board may be filled for 
the unexpired term by appointment by the President from the remaining 
nominees from which the original appointment was made, or in the discretion of 
the President, in the manner herein prescribed for the appointment of members 
for a regular term. Vacancies on the Board shall not impair the right of the 
remaining members to exercise all the powers of the Board. Each member of 
the Board, other than the Secretary or the Secretary’s representative, shall re- 
ceive a per diem of $50 for each day’s attendance at meetings of the Board and 
while traveling to and from said meetings, but not to exceed a total of $2,500 
in any one year, together with actual, necessary travel, subsistence, and other 
expenses incurred in the discharge of his official duties without regard to other 
laws with respect to allowances which may be made on account of travel and 
subsistence expenses of officers and employed personnel of the United States. 
The Secretary, or an official of the Department designated by him, shall be an ex 
officio member of the Board. He shall meet and confer with the Board but shall 
not be entitled to vote. 

Sec. 9. The Board shall meet quarterly on the first Mondays of January, 
April, July, and October of each year and at other times upon call of the Chair 
man. In addition, special meetings of the Board may be called at any time by 
a majority of the members of the Board in office, or by the Secretary. 

Sec. 10. The Chairman of the Board shall be selected by the Board. He shall 
hold office for a term of two calendar years and until his successor shall have 
been selected and shall have taken office. Vacancies in the office of the Chair 
man of the Board shall be filled for the unexpired term by the Board. 

Sec. 11. A majority of the members of the Board in office shall constitute a 
quorum, and action may be taken by a majority vote of those present at any 
regular or special meeting at which a quorum is present. The findings and deter- 
minations of the Board made under the authority of this Act shall be final and 
conclusive. The Board may adopt, alter, and use an official seal which shall be 
judicially noticed. It may adopt rules and regulations governing the manner 
in which its business may be conducted and its powers may be exercised. 

Sec. 12. The Board may sue and be sued in the same manner, in the same courts, 
and to the same extent that the Commodity Credit Corporation may sue and 
be sued; and the laws, rules, and decisions applicable to suits by or against 
that Corporation shall be applicable to suits by or against the Board. The Board 
shall be entitled to the use of the United States mails in the same manner and 
upon the same conditions as the Commodity Credit Corporation. 

Sec. 13. The Board may select an executive committee of five from among its 
members and delegate to it any power or authority of the Board, except the 
power to set price stabilization levels or the amount of the equalization fees 
herein provided for. Members of the executive committee shall be paid their 
actual, necessary travel, subsistence, and other expenses incurred in the dis- 
charge of their official duties, without regard to other laws with respect to allow- 
ances which may be made on account of travel and subsistence expenses of offi- 
cers and employed personnel of the United States and, in addition to their com- 
pensation as members of the Board, may be paid a per diem in such amounts and 
for such days as the Board may prescribe. Vacancies on the executive committee 
may be filled by the Board. Vacancies on the committee shall not impair the 
right of the remaining members to exercise all the powers of the committee pro- 
vided a quorum remains. Three members of the committee shall constitute a 
quorum. The Chairman of the Board shall be a member of the executive com- 
mittee and its chairman. Meetings of the executive committee may be called 
by the chairman, a majority of the members of the committee in office, or by the 
Secretary. The Secretary, or an official of the Department designated by him, 
shall be an ex officio member of the executive committee. He shall meet and 
confer with the executive committee but shall not be entitled to vote. 

Sec. 14. The Board may enter into and carry out such contracts or agreements 
as are necessary or desirable in the conduct of its business. State and local laws 
or rules shall not be applicable with respect to contracts or agreements of the 
Board, or the parties thereto, to the extent that such contracts or agreements 
provide that such laws or rules shall not be applicable, or to the extent that such 
laws or rules are inconsistent with such contracts or agreements. 

Sec. 15. The Board may, either directly or through such corporations, sta- 
bilization corporations, brokers, agents, or persons as it may designate, acquire, 
hold, store, warehouse, manufacture, process, service, package, advertise, sell 
and transport, or otherwise acquire, handle or dispose of, milk and dairy products 
in raw or processed form, or in the form of warehouse receipts, or contracts to 
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buy or sell, and may contract for plants, facilities, and services needed to accom- 
plish such purposes. 

Sec. 16. The Board shall have the power to acquire, hold, improve, repair, 
modify, encumber, lease, use, and dispose of real or personal property, or any 
right or interest therein, which may be necessary or appropriate to the conduct 
of its business. 

Sec. 17. The Board may borrow money and pledge as security any assets which 
it may have, including dairy products. It shall be entitled to borrow from the 
Commodity Credit Corporation, and the Commodity Credit Corporation is author- 
ized and directed to loan to it, without security, such amounts as the Board may 
deem necessary to carry out effectively the purposes of this Act: Provided, how- 
ever, That the total amount of all money borrowed from the Commodity Credit 
Corporation and outstanding at any one time shall not exceed in the aggregate 
the sum of $500,000,000. The Board may borrow money from any other source of 
credit available to it upon the security of the dairy products acquired by it or 
on the security of other assets or by unsecured loans and may issue notes, bonds, 
and other obligations. Other than the authority to borrow from the Commodity 
Credit Corporation, the Board shall have no authority to obligate the United 
States, and none of its notes, bonds, or other obligations shall be guaranteed 
by or collectible from the United States. Judgments and other claims against 
the Board shall be enforced only against the assets of the Board in the same 
manner as if it were a corporation, and no liability for the debts or actions of 
the Board shall exist against either the United States or any member, officer, 
employee, or agent of the Board in his individual capacity. 

Sec. 18. The Board shall determine the character of and the necessity for its 
obligations and expenditures and the manner in which they shall be incurred, 
allowed, and paid. It may make final and conclusive settlement and adjustment 
of any claims by or against the Board or of the accounts of its officers, employees, 
agents, and contractors. 

Sec. 19. The Board may make such loans and advances of its funds as are 
necessary in the conduct of its business. 

Sec. 20. The Board shall have such other powers as may be necessary or 
appropriate for the exercise of the powers vested in it and the effective perfor- 
mance of the duties imposed on it by this Act. 

Sec. 21. The Board shall pay interest to the Commodity Credit Corporation 
on all money owed to that Corporation at such rates as may be determined by the 
Secretary of the Treasury to represent the cost of money to the Government, 
taking into consideration the terms for which such amounts are loaned to the 
Board. 

Sec. 22. The Board is authorized to use in its business all funds or other 
assets in its possession, including net earnings and borrowed money. 

Sec. 23. The Board may appoint such committees, officers, and employees as it 
may deem necessary for the conduct of its business, fix the amount of and pay 
their compensation, define their authority and duties, and delegate to them, 
or to such corporations, stabilization corporations, brokers, agents, or persons 
with whom it may contract, such of the powers vested in the Board as it may 
determine, except the power to determine price stabilization levels or the amount 
of the equalization fees herein provided for. All such committees, officers, and 
employees, including the executive committee, shall be subject to the general 
supervision and control of the Board. It may require and pay for bonds for 
employees, officers, or contractors. None of the officers, members, or employees 
of the Board shall be subject to the Federal laws and regulations relating to the 
employment, compensation, classification, discharge, or leave, travel, and sub- 
sistence allowances, of Government employees, except such regulations relating 
thereto as may be prescribed by the Board. Subsequent amendments of such laws 
or regulations shall not affect this exemption, unless such amendments shall 
specifically so provide. 

Seo. 24. The Board may, with the consent of the agency concerned, accept and 
utilize, on a compensated or uncompensated basis, the officers, employees, services, 
facilities, and information of any agency of the United States or of any State 
or of any political subdivision of any of the foregoing. 

Sec. 25. The Board may, in the conduct of its business, utilize on a contract 
or fee basis any corporation, stabilization corporation, association, agency, per- 
son, commodity exchange, broker, or trade facility. 

Sec. 26. The Board shall at all times maintain complete and accurate minutes 
and books of account. It shall file annually with the Secretary a complete report 
of the business of the Board, a copy of which shall be submitted to Congress. 
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FEDERAL DAIRY ADVISORY COMMITTEE 


Sec. 27. The Secretary is authorized and directed to appoint a Federal Dairy 
Advisory Committee of twelve members which shall confer with and advise the 
Board and the executive committee of the Board concerning the dairy stabiliza- 
tion programs herein authorized. 

Sec. 28. In making appointments to the Advisory Committee the Secretary 
shall give equitable recognition to (1) representatives of manufacturers, proces- 
sors, handlers, and distributors of milk and dairy products; (2) representatives 
of consumers; (3) representatives of other agricultural commodities or programs 
that may be affected by the operation of the dairy stabilization program; (4) 
representatives of foreign nations that may be affected by the policies and 
operations of the Board relating to imports and exports of milk and dairy 
products; and (5) representatives of other interests which the Secretary deter- 
mines are directly concerned with the operation of this Act. 

Src. 29. Membership on the Advisory Committee shall be for a term of three 
ealendar years, expiring on December 31 of the last year of the appointment. 
Each member shall hold office for the term of his appointment and until his 
successor shall have been appointed and shall have taken office. Members of the 
Advisory Committee may be removed by the Secretary with or without cause. 
Vacancies may be filled by the Secretary for unexpired terms. Vacancies on the 
Advisory Committee shall not affect the right of the remaining members to meet 
and act. Original appointments shall be equally divided between one-, two-, 
and three-year terms, as designated by the Secretary. The Secretary, or an 
official of the Department designated by him, shall be an ex officio member of the 
Advisory Committee. He shall meet and confer with the committee but shall 
not be entitled to vote. 

Sec. 30. The Advisory Committee shall meet annually on the first Monday in 
January, and at other times upon call of the Chairman. In addition, special 
meetings of the Advisory Committee may be called at any time by a majority 
of the members of the committee in office or by the Secretary. 

Src. 31. The Chairman of the Advisory Committee shall be selected annually 
by the committee. A majority of the members of the committee in office shall 
constitute a quorum, and action may be taken by a majority vote of those present 
at any meeting at which a quorum is present. 

Sec. 32. The Advisory Committee may select an executive committee of five 
from among its members. The executive committee shall meet on the first 
Mondays of April, July, and October of each year, unless the Advisory Commit- 
tee shall be in session on those dates. It may meet at other times upon call of the 
chairman, a majority of its members in office, or the Secretary. Three mem- 
bers of the executive committee shall constitute a quorum. The Chairman 
of the Advisory Committee shall be a member of the executive committee and its 
chairman. The Secretary, or an official of the Department designated by him, 
shall be an ex officio member of the executive committee. He shall meet and 
confer with the executive committee but shall not be entitled to vote. 

Sec. 33. Members of the Advisory Committee, including its Chairman and 
executive committee, shall not be entitled to compensation, expenses, per diem, 
or travel, subsistence, or other allowances from the funds of the Board. 


PRICE SUPPORT 


Src. 34. The Board is authorized and directed to stabilize prices of milk and 
butterfat to producers. Except as otherwise provided in this Act, the amounts, 
terms, types, and conditions of the stabilization operations of the Board, and 
the extent to which such operations are carried out, shall be determined by 
the Board. 

Sec. 35. Stabilized prices to producers for milk and butterfat shall be provided 
by the Board at levels to be established and announced annually by the Board. 
In determining stabilization price levels, the amount of the stabilization fees, 
and the prices at which various dairy products will be bought or sold, in any 
marketing year, the Board shall take into consideration (1) the declared policy 
of this Act, (2) the nutritional value of milk and dairy products and the impor- 
tance of such essential foods to the health and general welfare of the Nation and 
to the national defense, (3) the estimated supply of milk and dairy products 
for such marketing year, (4) the estimated demand for milk and dairy products 
for such marketing year, (5) the price support level for feed crops which affect 
the cost of milk production, (6) the estimated costs of producing, processing, and 
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marketing milk and dairy products, (7) the relationship which the prices of 
milk and dairy products bear to prices for other foods and to hourly returns 
for labor, (8) the hourly returns for the labor of dairy farmers and their 
families, (9) estimated returns to farmers from alternative crops and commod- 
ities, (10) the general economic condition of dairy farmers and the effect of 
such condition upon the economy of rural communities and of the Nation as 
a whole, (11) the need for maintaining a reasonable relationship between 
the prices that farmers receive and the cost of the things that farmers buy, 
and (12) other economic conditions which affect the market supply and 
demand for milk and dairy products. In making such determinations, the 
Board may hold such public hearings with notice and utilize such studies as it 
considers necessary to effectuate the purposes of this Act. ‘The stabilization 
levels shall be established as of the beginning of the marketing year and shall 
be on an annual basis. They shall be announced as far in advance of the mar- 
keting year as is practicable. The stabilization levels so announced by the Board 
shall not thereafter be varied before the close of the marketing year for which 
they are applicable; except that in emergency cases, after a pubblic hearing of 
which reasonable notice has been given, the Board may redetermine the sta- 
bilization levels if it finds that conditions have materially changed since the 
announcement was made. A reasonable time, taking into consideration the 
character of the emergency, shall be allowed by the Board before any redeter- 
mined stabilization levels are made effective. The Board’s finding and the rec- 
ord of the hearing shall be available to the public. 

Sec. 36. Appropriate adjustments and variations may be made by the Board 
in the stabilization prices for different products and for differences in grade, 
type, quality, location, season, and other factors. 

Sec. 37. In order to stabilize prices for milk and dairy products, the Board is 
authorized and directed to establish and maintain a surplus holding pool. The 
Board shall remove from the ordinary and usual channels of domestic consump- 
tion all dairy products which cannot be absorbed in such channels at the pre- 
vailing stabilization price levels by standing ready and willing at all times to 
purchase domestically produced butter, cheddar cheese, and nonfat dry milk 
solids, together with such milk and butterfat and such other dairy products or 
byproducts as the Board may by order designate. Such purchases shall be at 
price levels which the Board determines will return to producers on a general 
average basis the prevailing stabilization levels for milk and butterfat. Appro- 
priate adjustments and differentials may be made between terminal markets, 
and between such terminal markets and country locations. The Board shall give 
due consideration to historical and established differentials in determining such 
adjustments and differentials. Purchases may be made either in terminal mar- 
kets or at county locations, or both, with appropriate adjustments and differen- 
tials as above provided. The Board may prescribe the terms and conditions 
under which it will make such purchases. The specific purchases to be made and 
the types and grades to be purchased shall be in the discretion of the Board. 
The Board may take physical possession of any milk or any dairy products ac- 
quired by it or operate through the use of contracts or warehouse receipts in 
its discretion. It may operate on the commodity exchanges to whatever extent 
it deems appropriate. It may make its purchases and sales and perform its 
other functions through its own staff or through such committees, corporations, 
stabilization corporations, agents, brokers, or persons as it may designate. 

Sec. 38. The Board may sell any milk or any dairy product owned or con- 
trolled by it at any price not prohibited by this section. In determining sales 
policies for any milk or any dairy product intended for use in the ordinary 
and usual channels of domestic consumption, the Board shall give consideration 
to the establishing of such policies with respect to prices, terms, and conditions 
as it determines will not discourage or deter manufacturers, processors, and 
dealers from acquiring and carrying normal inventories of such commodities. 
The Board shall not sell any milk or any dairy product for use in the ordinary 
and usual channels of domestic consumption at less than the current stabiliza- 
tion price therefor. The foregoing restriction shall not apply to (a) sales to 
prevent deterioration or spoilage, (b) sales for the purpose of establishing claims 
against any person for wrongful act or violation of contract, (c) sales for 
export, (d) sales for use in connection with special promotional programs to 
increase consumption, (e) sales for secondary or byproduct uses, and (f) such 
other sales as the Board finds and determines will not interfere with the pur- 
poses of this Act. The Board may in its discretion give away, or sell at reduced 
prices, any milk or any dairy product in its possession or under its control where 
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the use to be made of it is not in the ordinary and usual channels of domestic 
consumption, including sales or gifts to the armed services, for school lunches, 
to charitable institutions, to governmental agencies or institutions, to educa- 
tional or research institutions, for domestic relief, for foreign relief, for export, 
and to such other agencies or for such other purposes as the Board determines 
will not interfere with the purposes of this Act. 

Sec. 39. The Federal Government and the various agencies and instrumen- 
talities thereof, in connection with programs sponsored by the Government or 
supported in whole or in part by Government funds which call for the distribu- 
tion of milk or dairy products, shall give due consideration to obtaining such 
products from the surplus holding pool. 

Sec. 40. The Board is authorized to promote and develop new and expanded 
outlets for milk and dairy products and to conduct, finance, and cooperate in 
programs of advertising, research, and other marketing activities. 

Sec. 41. The operations of the Board in connection with acquiring, holding, 
storing, manufacturing, processing, advertising, handling, selling, and disposing 
of milk and dairy products may be conducted through regular commercial 
channels, and due consideration shall be given by the Board to dislocating or 
disrupting as little as possible, consistent with the purposes of this Act, the 
usual and customary channels of trade. Nothing herein contained shall pre- 
vent the Board from conducting such operations itself or through a corporation, 
stabilization corporation, broker, agency, or person. 

Sec. 42. After the effective date of this Act, surplus milk or dairy products 
shall not be sold or otherwise disposed of in the ordinary and usual channels 
of domestic trade by the Commodity Credit Corporation or any other Federal 
agency without the express consent of the Board. The purpose of this provision 
is to segregate the surplus milk and dairy products held by the Commodity 
Yredit Corporation on the effective date of this Act or subsequently acquired 
by it under this Act. 

Sec. 483. In any marketing year in which surplus milk or dairy products are 
acquired by the Board and in which milk or dairy products are imported into 
the United States, Hawaii, or Alaska from any foreign country, the Board shall 
be entitled to turn over to the Commodity Credit Corporation for disposal as 
surplus in accordance with the provisions of this Act an amount of such surplus 
dairy products which shall not exceed the equivalent of the total amount of 
such imports, as determined by the Board, or, with the consent of the Com- 
modity Credit Corporation, the Board may dispose of such surplus dairy prod- 
ucts for the account of the Commodity Credit Corporation. All loss sustained by 
the Board in removing from the domestic market surplus milk and dairy prod- 
ucts in an amount equivalent to such imports shall be repaid to the Board by Com- 
modity Credit Corporation. The Board may exclude from the operation of this 
section any dairy products which it determines are not competitive with domes- 
tically produced milk, butterfat, or dairy products. 

Sec. 44. In any marketing year in which surplus milk or dairy products are 
acquired by the Board and in which the total domestic production of milk or 
butterfat is increased due to diversion from the production of any other crop 
or commodity, including livestock, the production of which is controlled or 
regulated under any Federal agricultural program, the Board shall be entitled 
to turn over to the Commodity Credit Corporation for disposal as surplus in 
accordance with the provisions of this Act an amount of such surplus dairy 
products which shall not exceed the equivalent of the total amount of such 
increased milk production, as determined by the Secretary, or, with the consent 
of the Commodity Credit Corporation, the Board may dispose of such surplus 
for the account of the Commodity Credit Corporation. All loss sustained by 
the Board in removing from the market surplus milk and dairy products in an 
amount equivalent to the volume of such increased production due to diversion 
shall be repaid to the Board by Commodity Credit Corporation. Such losses 
shall be charged by Commodity Credit Corporation to the price support programs 
of the crops from which such diversion occurred. 


REVIEW BY THE SECRETARY 


Sec. 45. The operations of the Board shall be subject to the supervision and 
control of the Secretary to the following extent and in the following manner. 
Whenever the Secertary shall certify that there is reason to believe the opera- 
tions of the Board have resulted or will result in prices to producers for milk 
or butterfat or both which are unreasonably high when considered in connec- 
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tion with the purposes and objectives of this Act, he shall cause a hearing to 
be held within the Department for the purpose of determining such fact. Rea- 
sonable notice of such hearing shall be given, and all interested parties shall be 
given an opportunity to appear and present evidence, statements, and arguments 
relevant and material to the issues involved, all of which shall be made a part 
of the record of the hearing. The Secretary may prescribe rules and regula- 
tions governing such hearings. 

Sec. 46. If, on the basis of the record of such hearing, the Secretary deter- 
mines that the operations of the Board have resulted or will result in prices to 
producers that are unreasonably high, when considered in connection with the 
purposes and objectives of this Act, he shall by order prescribe the stabiliza- 
tion price levels which he determines would not be subject to such objection 
together with the measures which he recommends for the action of the Board. 

Sec. 47. If the Board shall fail or refuse within a reasonable time to take the 
action recommended by the Secretary, or to take other equally effective action 
to bring the stabilization price levels in line with the levels recommended, the 
Secretary may petition the United States Court of Appeals for the District of 
Columbia Circuit for a decree directing the members of the Board to take action 
or to cease and desist from the taking of certain actions as the case may be. 
The court shall have jurisdiction to enter a decree affirming, modifying, or setting 
aside the order of the Secretary, or to enter such other decree as the court may 
deem equitable. The orders of the court may be enforced by contempt proceed- 
ings. Any order issued by the Secretary as above provided may be appealed by 
the Board to the said court and shall thereupon be subject to review by the 
court. 

STABILIZATION FEE 


Sec. 48. The cost of operating the stabilization program and of regulating 
the marketing of milk and dairy products in interstate and foreign commerce, 
or so as to affect such commerce, as herein provided for, shall be paid by milk 
producers and importers marketing milk, butterfat, or dairy products in such 
commerce, or so as to affect such commerce, in proportion to the milk, butterfat, 
and dairy products so marketed by them. Stabilization fees in amounts suffi- 
cient to cover such costs, as determined by the Board in accordance with the 
estimated requirements of the program for each marketing year, are hereby 
assessed against and shall be collected from each producer and importer who 
sells milk, butterfat, or dairy products in intertsate or foreign commerce or so 
as to affect such commerce. The stabilization fees shall be established on an 
annual, marketing year basis. They shall be announced by the Board as far in 
advance of the beginning of the marketing year as is practical. The fees so 
announced shall not thereafter be varied before the close of the marketing year 
for which they are applicable, except that in emergency cases, the Board may 
redetermine such stabilization fees in the same manner that stabilization price 
levels may be redetermined in emergency cases. Every person purchasing milk, 
butterfat, or dairy products from a producer (except purchases by consumers 
for other than commerical uses), shall withhold from the purchase price an 
amount equal to the stabilization fees herein provided for and shall remit the 
same to the Commissioner of the Internal Revenue Service. For the purposes 
of this section, milk, butterfat, or dairy products delivered by a producer to a 
cooperative association of producers shall be subject to the stabilization fees 
upon such delivery. Returns shall be filed and remittances made monthly by 
such purchasers in accordance with rules prescribed by the Commissioner. 

Sec. 49. Producers holding licenses or permits issued by Federal, State, or 
local agencies, authorizing them to sell milk, butterfat, or dairy products directly 
to consumers shall file returns and pay the stabilization fees on all sales made 
by them to consumers for other than commercial uses. 

Sec. 50. The Internal Revenue Service shall collect the stabilization fees 
provided for herein, and the Commissioner shall prescribe such rules and regu- 
lations as may be necessary to accomplish that purpose. 

Sec. 51. The collection of the stabilization fees herein provided shall be en- 
forced in the same manner that the collection of the taxes on employees under 
the Federal Insurance Contributions Act is enforced, and the remedies, penal- 
ties, and punishments provided by law or regulation for enforcement of such 
employee taxes shall, insofar as applicable and not inconsistent with the pro- 
visions of this Act, be applicable to the collection and enforcement of the sta- 
bilization fees. 
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Sec. 52. There is appropriated for each fiscal year, beginning with the fiscal 
year ending June 30, 1956, an amount equal to the stabilization fees collected 
under the provisions of this Act. Such sums'shall be maintained in a separate 
fund and shall be used by the Board only to accomplish the purposes and poli- 
cies of this Act and for the administrative expenses of the Board. The sums 
appropriated under this section shall, notwithstanding the provisions of any 
other law, continue to remain available for the purposes of this Act until ex- 
pended. All sums collected by the Internal Revenue Service under the pro- 
visions of this Act shall be credited as received to a special account without 
fiscal year limitation set up for the use of the Board. Such funds, including any 
other funds of the Board, borrowed or otherwise, which may be in any such 
special account, shall be available for use by the Board in carrying out the 
purposes and policies of this Act and for the administrative expenses of the 
Board. The Board may expend such funds for such purposes, at such times, 
in such manner, and in such amounts, consistent with the provisions of this 
Act, as the Board finds will effectuate the purposes of this Act. 

Sec. 53. The Secretary of the Treasury is authorized and directed upon re- 
quest of the Board to establish one or more special accounts without fiscal year 
limitation for the use of the Board. 

Sec. 54. All imports of milk, butterfat, and dairy products shall be subject to 
the collection of stabilization fees at the same rates as those collected from 
domestic producers. The Secretary of the Treasury shall collect the stabilization 
fees on imports at the time of importation. The laws and regulations applicable 
to the import tax on sugar imposed by section 4501 (b) of the Internal Revenue 
Code of 1954 shall, insofar as applicable and not inconsistent with this Act, 
be applicable to the collection of the stabilization fees on imports. All funds 
so collected shall be credited as received to the special account of the Board. 
Rules and regulations governing the collection and payment of such fees shall 
be prescribed by the Secretary of the Treasury. 


MISCELLANEOUS 
Sec. 55. The latest available statistics of the Federal Government shall be used 
in making the findings and determinations required to be made under this Act. 
Such statistics and other information of the Federal Government, its depart- 
ments and agencies, as may be necessary or appropriate to enable the Board 
to carry out effectively the purposes of this Act shall be made available to the 
Board. 

Sec. 56. Office space for the central office of the Board shall be provided by 
the Department of Agriculture. 

Sec. 57. The provisions of the Federeal Property and Administrative Services 
Act of 1949 (Public Law 152, Eighty-first Congress) ; section 3709 of the Revised 
Statutes (41 U. 8S. C., sec. 5), as amended; the Walsh-Healey Public Contracts 
Act (41 U.S. C., sees. 35-45) ; section 3741 of the Revised Statutes (41 U. S. C., 
sec. 22); and sections 431 and 432 of title 18 of the United States Code (18 
U. S. C., secs. 431, 432) shall not be applicable to contracts, purchases, sales, 
or payments made under this Act. 

Sec. 58. If any provision of this Act or the application thereof to any person, 
circumstance, commodity, or product is held invalid, the validity of the remainder 
of this Act and the application thereof to other persons, circumstances, commodi- 
ties, or products, shall not be affected thereby. 

Sec. 59. All milk and dairy products held by or for the Federal Dairy Stabiliza- 
tion Board and all other assets of the Board, including borrowed money, shall 
be deemed property of the United States and shall be exempt from Federal, State, 
and local property taxes, except that real estate owned by the Board shall be 
subject to nondiscriminatory State and local real estate taxes. The income, 
obligations, contracts, and transactions of the Board, including purchases and 
sales made by or for the Board, shall be exempt from all Federal, State, and 
local taxes, licenses, and fees. All activities, contracts, transactions, and opera- 
tions of the Board, its members, executive committee, officers, employees, and 
agents which are authorized by this Act shall be exempt from Federal and State 
antitrust laws. 

Sec. 60. No member of the Board or of the Advisory Committee, nor any other 
person employed or acting in any official capacity in the administration of this 
Act, shall speculate, directly or indirectly, in milk, butterfat, or dairy products, 
or in contracts relating thereto, nor shall any such person accept or receive 
any benefit or gain from any such speculation by others or own or have any 
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beneficial interest in any stock or other membership interest in any organization 
engaged in any such speculation. Normal business operations connected with 
the production, manufacturing, storing, and effective merchandising of milk 
and dairy products, whether hedged or not, shall not be considered speculative 
within the meaning of this section. No member of the Board or of the Advisory 
Committee, nor any other person directly or indirectly connected with the 
Board or its activities or who shall have access to the files or information of 
the Board, shall divulge any information concerning the Board or its activities, 
which the Board shall have classified as confidential. Any person violating the 
provisions of this section shall upon conviction thereof be fined not more than 
$10,000 or imprisoned not more than one year, or both. 

Sec. 61. The general penal statutes relating to crimes and offenses against 
the United States, its property, contracts, employees, and operations shall apply 
with respect to the Board, its property, contracts, employees, and operations 
to the extent that such application is not inconsistent with the provisions of 
this Act. 

Sec. 62. The price support operations of the Secretary under title II of 
the Agricultural Act of 1949 with respect to milk, butterfat, and dairy products 
shall be suspended April 1, 1957, and shall continue to be suspended during the 
entire period that stabilization operations are carried on by the Board under 
the authority of this Act. 

Sec. 63. The stabilization operations of the Board and the collection of stabil- 
ization fees shall begin April 1, 1957. 





LH. R. 2186, 85th Cong., 1st sess.] 


A BILL To provide an adequate, balanced, and orderly flow of milk and dairy products in 
interstate and foreign commerce; to stabilize prices of milk and dairy products; to 
impose a stabilization fee on the marketing of milk and butterfat ; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Dairy 
Stabilization Act of 1957”. 

LEGISLATIVE FINDING 


Sec. 2. Milk and dairy products are an important source of the Nation’s total 
supply of food for domestic consumption and for export. They are marketed on 
nationwide markets, and substantial quantities thereof, in raw or processed 
form, move in interstate and foreign commerce. Recurring seasonal and periodic 
surpluses and shortages, impaired purchasing power and financial instability of 
milk producers, unnecessarily high prices to consumers for essential foods, dis- 
orderly marketing practices, economic strife, and congestion in storage, trans- 
portation, processing, and other handling facilities adversely affect farm credit, 
disorganize and disrupt the agricultural and general economy of the United 
States, impinge on the public welfare, impair the national security, and burden 
interstate and foreign commerce. The production and marketing of milk and 
dairy products is affected with a public interest, directly affects the welfare and 
security of the Nation, and is attended with substantial and far-reaching conse- 
quences to interstate and foreign commerce. All marketing of milk and dairy 
products is either in the current of interstate or foreign commerce or directly 
affects such commerce. That part which enters directly into the current of 
interstate or foreign commerce cannot be effectively regulated without regulating 
also that part which is marketed within the State of production. The intrastate 
production and marketing of milk and dairy products is in competition with the 
production and marketing of milk and dairy products for interstate and foreign 
commerce. 

DECLARATION OF POLICY 


Sec. 3. It is hereby declared to be the policy of the Congress (a) to provide an 
adequate, balanced, and orderly flow of milk and dairy products in interstate 
and foreign commerce; (b) to promote the effective merchandizing of milk and 
dairy products in interstate and foreign commerce; (c) to develop an improved, 
orderly, and stabilized market for milk and dairy products which are marketed 
in interstate or foreign commerce, or so as to affect such commerce; (d) to pro- 
tect the security and welfare of the Nation by maintaining adequate domestic 
production and supplies of milk and dairy products and by keeping the national 
agricultural resources permanently productive and reasonably adjusted to 
current demand; (e) to stabilize the prices of milk and dairy products at levels 
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which will assure adequate supplies of milk and dairy products and provide a 
fair return to the producers of milk and butterfat commensurate with the cost 
of production, taking into consideration the investment and risk involved, and 
the labor of the producer and his family; (f) to protect the interest of consumers 
by maintaining a stabilized, continuous, and adequate supply of milk and dairy 
products at fair prices and by authorizing no action which has for its purpose the 
establishment or maintenance of prices to producers at levels above those 
specified in subsection (e); and (g) to provide a self-financing system of price 
and production stabilization for milk and dairy products based on a stabilization 
fee to be paid by those marketing milk, butterfat, or dairy products in interstate 
or foreign commerce, or so as to affect such commerce. 


GENERAL DEFINITIONS 


Sec. 4. For the purposes of this Act— 

(a) The terms “interstate commerce” and “foreign commerce” include the 
movement of milk and dairy products in commerce between any State or the 
District of Columbia and any place outside thereof, or within the District of 
Columbia, or between any Territory or possession which is included within the 
operation of this Act by the action of the Board and any place outside thereof, 
or within any such Territory or possession. 

(b) The term “affect interstate or foreign commerce” means, among other 
things, to burden, obstruct, impede, or otherwise affect interstate or foreign 
commerce, the free and orderly flow thereof, or the production, storing, process- 
ing, marketing, or transportation of milk and dairy products for or in such 
commerce or after transportation therein. 

(c) The term “United States” means the several States, the District of Colum- 
bia, and any Territory or possession of the United States which the Board deter- 
mines should be included in the operation of this Act. The term “States” in- 
cludes any State, the District of Columbia, and any Territory or possession 
which the Board includes within the term ‘United States”. The provisions of 
this Act shall apply to the United States as herein defined, except that the powers 
and authority of the Board may be exercised in other areas and in foreign 
countries in connection with the disposal of milk, butterfat, and dairy products. 

(d) The term “Secretary” means the Secretary of Agriculture, “Department” 
means the Department of Agriculture, “Board” means the Federal Dairy Stabi- 
lization Board, and “Advisory Committee” means the Federal Dairy Advisory 
Committee. 

(e) The term “person” means an individual, partnership, corporation, asso- 
ciation, trust, estate, or any other business entity. 

(f) The terms “milk”, “butterfat’, and “Dairy products” means milk and 
butterfat and the products of milk and butterfat, respectively, including any 
classification, type, or grade thereof; together with such combina‘ions and by- 
products thereof, and such products manufactured wholly or in part of both or 
either, as may be designated by the Board. 

(g) The term “marketing year” means the 12-month period beginning April 
1 of each year. 

(h) “Estimated supply” for any marketing year shall be (1) the estimated 
“arryover at the beginning of such marketing year; plus (2) estimated produc: 
tion for market in the United States during such marketing year; plus (3) esti- 
mated imports into the United States, Hawaii, and Alaska during such market- 
ing year, less the estimated surplus to be acquired by or charged to the Com- 
modity Credit Corporation as a result of imports. Estimates for marketing 
years may be based on statistics, or estimates for calendar years, or, in the dis- 
cretion of the Board, calendar year estimates may be used in place of marketing 
year estimates. 

(i) “Carryover” shall not include the estimated surptus milk or dairy products 
owned or controlled by or charged to the Commodity Credit Corporation, or to 
be acquired by or charged to it, under this Act before the beginning of the 
marketing year for which “carryover” is to be estimated. 

(j) “Estimated demand” for any marketing year shall be (1) the estimated 
domestic consumption during such marketing year; plus (2) estimated exports 
during such marketing year; plus (3) an allowance for carryover. In determin- 
ing estimated demand, estimated disposals of surplus milk or dairy products by 
Commodity Credit Corporation, or by the Board outside of the ordinary channels 
of domestic or foreign trade, shall be excluded. 
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(k) The “allowance for carryover’ shall be determined by the Board. In 
making this determination consideration shall be given to the need for maintain- 
ing an adequate, dependable, and continuous supply of milk and dairy products. 
The Board shall take into consideration any abnormal conditions present or 
likely to prevail, contingencies related to national security and world supplies, 
and trends in the production, marketing, and utilization of milk and dairy 
products. 

(1) “Milk producer” means any person engaged in the production of milk or 
butterfat for market. A milk producer to be eligible to serve as a member of 
the Board, or to vote for nominees for appointment to the Board, must be engaged 
at least ten months a year in the selling of milk or butterfat on a commercial 
basis. 

(m) “Commodity Credit Corporation” shall include the Commodity Credit 
Corporation as now or hereafter constituted and any successor or other Federal 
agency authorized to perform similar services. 


FEDERAL DAIRY STABILIZATION BOARD 


Sec. 5. There is created within the Department of Agriculture as an agency 
and instrumentality of the United States a Federal Dairy Stabilization Board 
consisting of fifteen members to be appointed by the President from nominees 
selected by milk producers. Only persons who are milk producers, or who are 
officers or full-time employees of such dairy cooperative associations or market- 
ing agencies of dairy cooperative associations as meet the requirements of the 
Capper-Volstead Act (7 U. 8. C., secs. 201-292), shall be appointed to or eligible 
to serve on the Board. 

Sec. 6. In order to secure appropriate regional representation on the Board, 
the United States shall be divided into fifteen Federal dairy districts to be 
designated by the Secretary. In designating such districts, the Secretary shall 
give consideration to (1) complete geographical representation of the United 
States and (2) the importance of dairying in each district. 

Sec. 7. Each Federal dairy district shall be entitled to one place on the Board. 
The milk producers in each district shall by ballot select three nominees for the 
place on the Board assigned to their district. Each milk producer shall be 
entitled to submit one name for the place on the Board to be filled by a nominee 
from his district. The three candidates receiving the highest number of votes 
for each respective place on the Board shall be the nominees for appointment to 
such place. The Secretary shall conduct all elections for the selection of nom- 
inees for appointment to the Board, prescribe such rules and regulations as he 
may consider necessary in the administration of the duties assigned to him 
under this Act, determine all questions involving the qualifications of nominees, 
members of the Board, or milk producers, resolve all tie votes for nominees, and 
certify all nominees to the President. The decision of the Secretary in all such 
matters shall be final. From the three nominees so selected for each place on the 
soard, the President shall appoint one to membership on the Board. In 
making appointments to the Board, the President shall give due considera- 
tion to securing an equitable representation of the various forms in which milk 
and its products are sold. 

Sec. 8. The first appointments to the Board shall be equally divided between 
two-, four-, and six-year terms, respectively, as designated by the President, and 
thereafter each member shall be appointed for a term of six years. Terms of 
Board members shall be based on calendar years and shall expire on the 31st day 
of December of the last calendar year of the appointment. Each member shall 
hold office for the term of his appointment and until his successor shall have 
been appointed and shall have taken office. Board members may be removed 
for cause or ineligibility by the President. Vacancies on the Board may be 
filled for the unexpired term by appointment by the President from the remaining 
nominees from which the original appointment was made, or in the discretion of 
the President, in the manner herein prescribed for the appointment of members 
for a regular term. Vacancies on the Board shall not impair the right of the 
remaining members to exercise all the powers of the Board. Each member of 
the Board, other than the Secretary or the Secretary’s representative, shall 
receive a per diem of $50 for each day’s attendance at meetings of the Beard and 
while traveling to and from said meetings, but not to exceed a total of $2,500 in 
any one year, together with actual, necessary travel, subsistence, and other 
expenses incurred in the discharge of his official duties without regard to other 
laws with respect to allowances which may be made on account of travel and 
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subsistence expenses of officers and employed personnel of the United States, 
The Secretary, or an official of the Department designated by him, shall be an 
ex officio member of the Board. He shall meet and confer with the Board but 
shall not be entitled to vote. 

Sec. 9. The Board shall meet quarterly on the first Mondays of January, April, 
July, and October of each year and at other times upon call of the Chairman, 
In addition, special meetings of the Board may be called at any time by a 
majority of the members of the Board in office, or by the Secretary. 

Src, 10. The Chairman of the Board shall be selected by the Board. He shall 
hold office for a term of two calendar years and until his successor shall have 
been selected and shall have taken office. Vacancies in the office of the Chairman 
of the Board shall be filled for the unexpired term by the Board. 

Sec. 11. A majority of the members of the Board in office shall constitute a 
quorum, and action may be taken by a majority vote of those present at any 
regular or special meeting at which a quorum is present. The findings and 
determinations of the Board made ander the authority of this Act shall be final 
and conclusive. The Board may adopt, alter, and use an official seal which 
shall be judicially noticed. It may adopt rules and regulations governing the 
manner in which its business may be conducted and its powers may be exercised. 

Sec. 12. The Board may sue and be sued in the same manner, in the same 
courts, and to the same extent that the Commodity Credit Corporation may sue 
and be sued; and the laws, rules, and decisions applicable to suits by or against 
that Corporation shall be applicable to suits by or against the Board. The 
Board shall be entitled to the use of the United States mails in the same manner 
and upon the same conditions as the Commodity Credit Corporation. 

Sec. 13. The Board may select an executive committee of five from among its 
members and delegate to it any power or authority of the Board, except the 
power to set price stabilization levels or the amount of the equalization fees 
herein provided for. Members of the executive committee shall be paid their 
actual, necessary travel, subsistence, and other expenses incurred in the dis- 
charge of their official duties, without regard to other laws with respect to allow- 
ances which may be made on account of travel and subsistence expenses of 
officers and employed personnel of the United States and, in addition to their 
compensation as members of the Board, may be paid a per diem in such 
amounts and for such days as the Board may prescribe. Vacancies on the 
executive committee may be filled by the Board. Vacancies on the committee 
shall not impair the right of the remaining members to exercise all the powers 
of the committee provided a quorum remains. Three members of the commit- 
tee shall constitute a quorum. The Chairman of the Board shall be a member 
of the executive committee and its chairman. Meetings of the executive com- 
mittee may be called by the chairman, a majority of the members of the com- 
mittee in office, or by the Secretary. The Secretary, or an official of the Depart- 
ment designated by him, shall be an ex officio member of the executive com- 
mittee. He shall meet and confer with the executive committee but shall not 
be entitled to vote. 

Sec. 14. The Board may enter into and carry out such contracts or agree- 
ments as are necessary or desirable in the conduct of its business. State and 
local laws or rules shall not be applicable with respect to contracts or agree- 
ments of the Board, or the parties thereto, to the extent that such contracts or 
agreements provide that such laws or rules shall not be applicable, or to the 
rr that such laws or rules are inconsistent with such contracts or agree- 
ments. 

Sec. 15. The Board may, either directly or through such corporation, stabili- 
zation corporations, brokers, agents, or persons as it may designate acquire, 
hold, store, warehouse, manufacture, process, service, package, advertise, sell 
and transport, or otherwise acquire, handle or dispose of, milk and dairy prod- 


ucts in raw or processed form, or in the form of warehouse receipts, or con- | 


tracts to buy or sell, and may contract for plants, facilities, and services needed 
to accomplish such purposes. 

Sec. 16. The Board shall have the power to acquire, hold, improve, repair, 
modify, encumber, lease, use, and dispose of real or personal property, or any 
right or interest therein, which may be necessary or appropriate to the conduct 
of its business. 

SEC. 17. The Board may borrow money and pledge as security any assets 
which it may have, including dairy products. It shall be entitled to borrow 
from the Commodity Credit Corporation, and the Commodity Credit Corporation 
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is authorized and directed to loan to it, without security, such amounts as the 
Board may deem necessary to carry out effectively the purposes of this Act: 
Provided, however, That the total amount of all money borrowed from the 
Commodity Credit Corporation and outstanding at any one time shall not ex- 
ceed in the aggregate the sum of $500,000,000. The Board may borrow money 
from any other source of credit available to it upon the security of the dairy 
products acquired by it or on the security of other assets or by unsecured loans 
and may issue notes, bonds, and other obligations. Other than the authority to 
borrow from the Commodity Credit Corporation, the Board shall have no au- 
thority to obligate the United States, and none of its notes, bonds, or other 
obligations shall be guaranteed by or collectible from the United States. Judg- 
ments and other claims against the Board shall be enforced only against the 
assets of the Board in the same manner as if it were a corporation, and no 
liability for the debts or actions of the Board shall exist against either the 
United States or any member, officer, employee, or agent of the Board in his 
individual capacity. 

Sec. 18. The Board shall determine the character of and the necessity for its 
obligations and expenditures and the manner in which they shall be incurred, 
allowed, and paid. It may make final and conclusive settlement and adjust- 
ment of any claims by or against the Board or of the accounts of its officers, 
employees, agents, and contractors. 

Sec. 19. The Board may make such loans and advances of its funds as are 
necessary in the conduct of its business. 

Sec. 20. The Board shall have such other powers as may be necessary or appro- 
priate for the exercise of the powers vested in it and the effective performance 
of the duties imposed on it by this Act. 

Sec. 21. The Board shall pay interest to the Commodity Credit Corporation on 
all money owed to that Corporation at such rates as may be determined by the 
Secretary of the Treasury to represent the cost of money to the Government, 
taking into consideration the terms for which such amounts are loaned to the 
Board. 

Sec. 22. The Board is authorized to use in its business all funds or other assets 
in its possession, including net earnings and borrowed money. 

Sec. 23. The Board may appoint such committees, officers, and employees as it 
may deem necessary for the conduct of its business, fix the amount of and pay 
their compensation, define their authority and duties, and delegate to them, or 
to such corporations, stabilization corporations, brokers, agents, or persons with 
whom it may contract, such of the powers vested in the Board as it may deter- 
mine, except the power to determine price stabilization levels or the amount of 
the equalization fees herein provided for. All such committees, officers, and 
employees, including the executive committee, shall be subject to the general 
supervision and control of the Board. It may require and pay for bonds for 
employees, officers, or contractors. None of the officers, members, or employees 
of the Board shall be subject to the Federal laws and regulations relating to the 
employment, compensation, classification, discharge, or leave, travel, and sub- 
sistence allowances, of Government employees, except such regulations relating 
thereto as may be prescribed by the Board. Subsequent amendments of such laws 
or regulations shall not affect this exemption, unless such amendments shall 
specifically so provide. 

Sec. 24. The Board may, with the consent of the agency concerned, accept and 
utilize, on a compensated or uncompensated basis, the officers, employees, services, 
facilities, and information of any agency of the United States or of any State 
or of any political subdivision of any of the foregoing. 

Sec. 25. The Board may, in the conduct of its business, utilize on a contract or 
fee basis any corporation, stabilization corporation, association, agency, person, 
commodity exchange, broker, or trade facility. 

Sec. 26. The Board shall at all times maintain complete and accurate minutes 
and books of account. It shall file annually with the Secretary a complete report 
of the business of the Board, a copy of which shall be submitted to Congress. 


FEDERAL DAIRY ADVISORY COMMITTEE 


Sec. 27. The Secretary is authorized and directed to appoint a Federal Dairy 
Advisory Committee of twelve members which shall confer with and advise the 
Board and the executive committee of the Board concerning the dairy stabilization 
programs herein authorized. 
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Sec. 28. In making appointments to the Advisory Committee the Secretary 
shall give equitable recognition to (1) representatives of manufacturers, proc- 
essors, handlers, and distributors of milk and dairy products; (2) representa- 
tives of consumers; (3) representatives of other agricultural commodities or 
programs that may be affected by the operation of the dairy stabilization pro- 
gram; (4) representatives of foreign nations that may be affected by the policies 
and operations of the Board relating to imports and exports of milk and dairy 
products; and (5) representatives of other interests which the Secretary deter- 
mines are directly concerned with the operation of this Act. 

Sec. 29. Membership on the Advisory Committee shall be for a term of three 
ealendar years, expiring on December 31 of the last year of the appointment, 
Bach member shall hold office for the term of his appointment and until his suc- 
cessor shall have been appointed and shall have taken office. Members of the 
Advisory Committee may be removed by the Secretary with or without cause, 
Vacancies may be filled by the Secretary for unexpired terms. Vacancies on the 
Advisory Committee shall not affect the right of the remaining members to meet 
and act. Original appointments shall be equally divided between one-, two-, and 
three-year terms, as designated by the Secretary. The Secretary, or an official 
of the Department designated by him, shall be an ex officio member of the Advi- 
sory Committee. He shall meet and confer with the committee but shall not 
be entitled to vote. 

Sec. 30. The Advisory Committee shall meet annually on the first Monday in 
January, and at other times upon call of the Chairman. In addition, special 
meetings of the Advisory Committee may be called at any time by a majority 
of the members of the committee in office or by the Secretary. 

Sec. 31. The Chairman of the Advisory Committee shall be selected annually 
by the committee. A majority of the members of the committee in office shall 
constitute a quorum, and action may be taken by a majority vote of those present 
at any meeting at which a quorum is present. 

Sec. 32. The Advisory Committee may select an executive committee of five 
from among its members. The executive committee shall meet on the first 
Mondays of April, July, and October of each year, unless the Advisory Com- 
mittee shall be in session on those dates. It may meet at other times upon call 
of the chairman, a majority of its members in office, or the Secretary. Three 
members of the executive committee shall constitute a quorum. The Chairman 
of the Advisory Committee shall be a member of the executive committee and 
its chairman. The Secretary, or an official of the Department designated by him, 
shall be an ex officio member of the executive committee. He shall meet and 
confer with the executive committee but shall not be entitled to vote. 

Sec. 33. Members of the Advisory Committee, including its Chairman and 
executive committee, shall not be entitled to compensation, expenses per diem, 
or travel, subsistence, or other allowances from the funds of the Board. 


PRICE SUPPORT 


Sec. 34. The Board is authorized and directed to stabilize prices of milk and 
butterfat to producers. Except as otherwise provided in this Act, the amounts, 
terms, types, and conditions of the stabilization operations of the Board, and 
the extent to which such operations are carried out, shall be determined by 
the Board. 

Sec. 35. Stabilized prices to producers for milk and butterfat shall be pro- 
vided by the Board at levels to be established and announced annually by the 
Board. In determining stabilization price levels, the amount of the stabiliza- 
tion fees, and the prices at which various dairy products will be bought or sold, 
in any marketing year, the Board shall take into consideration (1) the declared 
policy of this Act, (2) the nutritional value of milk and dairy products and 
the importance of such essential foods to the health and general welfare of the 
Nation and to the national defense, (3) the estimated supply of milk and dairy 
products for such marketing year, (4) the estimated demand for milk and 
dairy products for such marketing year, (5) the price support level for feed 
crops which affect the cost of milk production, (6) the estimated costs of pro- 
ducing, processing, and marketing milk and dairy products, (7) the relation- 
ship which ‘he prices of milk and dairy products bear to prices for other foods 
and to hourly returns for labor, (8) the hourly returns for the labor of dairy 
farmers and their families, (9) estimated returns to farmers from alternative 
crops and commodities, (10) the general economic condition of dairy farmers 
and the effect of such condition upon the economy of rural communities and of 
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the Nation as a whole, (11) the need for maintaining a reasonable relationship 
between the prices that farmers receive and the cost of the things that farmers 
buy, and (12) other economic conditions which affect the market supply and 
demand for milk and dairy products. In making such determinations, the Board 
may hold such public hearings with notice and utilize such studies as it con- 
siders necessary to effectuate the purposes of this Act. The stabilization levels 
shall be established as of the beginning of the marketing year and shall be on 
an annual basis. They shall be announced as far in advance of the marketing 
year as is practicable. The stabilization levels so announced by the Board shall 
not thereafter be varied before the close of the marketing year for which they 
are applicable; except that in emergency cases, after a public hearing of which 
reasonable notice has been given, the Board may redetermine the stabilization 
levels if it finds that conditions have materially changed since the announce- 
ment was made. A reasonable time, taking into consideration the character of 
the emergency, shall be allowed by the Board before any redetermined stabili- 
zation levels are made effective. The Board’s finding and the record of the 
hearing shall be available to the public. 

Sec. 36. Appropriate adjustments and variations may be made by the Board 
in the stabilization prices for different products and for differences in grade, 
type, quality, location, season, and other factors. 

Sec. 37. In order to stabilize prices for milk and dairy products, the Board is 
authorized and directed to establish and maintain a surplus holding pool. The 
Board shall remove from the ordinary and usual channels of domestic consump- 
tion all dairy products which cannot be absorbed in such channels at the pre- 
vailing stabilization price levels by standing ready and willing at all times to 
purchase domestically produced butter, cheddar cheese, and nonfat dry milk 
solids, together with such milk and butterfat and such other dairy products 
or byproducts as the Board may by orders designate. Such purchases shall be 
at price levels which the Board determines will return to producers on a gen- 
eral average basis the prevailing stabilization levels for milk and butterfat. 
Appropriate adjustments and differentials may be made between terminal 
markets, and between such terminal markets and country locations. The Board 
shall give due consideration to historical and established differentials in deter- 
mining such adjustments and differentials, Purchases may be made either in 
terminal markets or at country locations, or both, with appropriate adjustments 
and differentials as above provided. The Board may prescribe the terms and 
conditions under which it will make such purchases. The specific purchases to 
be made and the types and grades to be purchased shall be in the discretion of 
the Board. The Board may take physical possession of any milk or any dairy 
products acquired by it or Operate through the use of contracts or warehouse 
receipts in its discretion. It may operate on the commodity exchanges to what- 
ever extent it deems appropriate. It may make its purchases and sales and 
perform its other functions through its own staff or through such committees, 
corporations, stabilization corporations, agents, brokers, or persons as it may 
designate. 

Sec. 38. The Board may sell any milk or any dairy product owned or con- 
trolled by it at any price not prohibited by this section. In determining sales 
policies for any milk or any dairy product intended for use in the ordinary and 
usual channels of domestic consumption, the Board shall give consideration to 
the establishing of such policies with respect to prices, terms, and conditions as 
it determines will not discourage or deter manufacturers, processors, and 
dealers from acquiring and carrying normal inventories of such commodities, 
The Board shall not sell any milk or any dairy product for use in the ordinary 
and usual channels of domestic consumption at less than the current stabiliza- 
tion price therefor. The foregoing restriction shall not apply to (a) sales to 
prevent deterioration or spoilage, (b) sales for the purpose of establishing 
claims against any person for wrongful act or violation of contract, (c) sales 
for export, (d) sales for use in connection with special promotional programs 
to increase consumption, (e) sales for secondary or byproduct uses, and (f) such 
other sales as the Board finds and determines will not interfere with the pur- 
poses of this Act. The Board may in its discretion give away, or sell at reduced 
prices, any milk or any dairy product in its possession or under its control where 
the use to be made of it is not in the ordinary and usual channels of domestic 
consumption, including sales or gifts to the armed services, for school lunches, 
to charitable institutions, to governmental agencies or institutions, to educa- 
tional or research institutions, for domestic relief, for foreign relief, for export, 
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and to such other agencies or for such other purposes as the Board determines 
will not interfere with the purposes of this Act. 

Sec. 39. The Federal Government and the various agencies and instru- 
mentalities thereof, in connection with programs sponsored by the Government 
or supported in whole or in part by Government funds which call for the dis- 
tribution of milk or dairy products, shall give due consideration to obtaining 
such products from the surplus holding pool. 

Sec. 40. The Board is authorized to promote and develop new and expanded 
outlets for milk and dairy products and to conduct, finance, and cooperate in 
programs of advertising, research, and other marketing activities. 

Sec. 41. The operations of the Board in connection with acquiring, holding, 
storing, manufacturing, processing, advertising, handling, selling, and disposing 
of milk and dairy products may be conducted through regular commercial 
channels, and due consideration shall be given to the Board to dislocating or dis- 
rupting as little as possible, consistent with the purposes of this Act, the usual 
and customary channels of trade. Nothing herein contained shall prevent the 
Board from conducting such operations itself or through a corporation, stabiliza- 
tion corporatin, broker, agency, or person. 

Sec. 42. After the effective date of this Act, surplus milk or dairy products 
shall not be sold or otherwise disposed of in the ordinary and usual channels of 
domestic trade by the Commodity Credit Corporation or any other Federal 
agency without the express consent of the Board. The purpose of this provision 
is to segregate the surplus milk and dairy products held by the Commodity 
Credit Corporation on the effective date of this Act or subsequently acquired 
by it under this Act. 

Sec. 48. In any marketing year in which surplus milk or dairy products are 
acquired by the Board and in which milk or dairy products are imported into the 
United States, Hawaii, or Alaska from any foreign country, the Board shall 
be entitled to turn over to the Commodity Credit Corporation for disposal as 
surplus in accordance with the provisions of this Act an amount of such surplus 
dairy products which shall not exceed the equivalent of the total] amount of such 
imports, as determined by the Board, or, with the consent of the Commodity 
Credit Corporation, the Board may dispose of such surplus dairy products for 
the amount of the Commodity Credit Corporation. All loss sustained by the 
Board in removing from the domestic market surplus milk and dairy products 
in an amount equivalent to such imports shall be repaid to the Board by Com- 
modity Credit Corporation. The Board may exclude from the operation of 
this section any dairy products which it determines are not competitive with 
domestically produced milk, butterfat, or dairy products. 

Sec. 44. In any marketing year in which surplus milk or dairy products are 
acquired by the Board and in which the total domestic production of milk or 
butterfat is increased due to diversion from the production of any other crop 
or commodity, including livestock, the production of which is controlled or regu- 
lated under any Federal agricultural program, the Board shall be entitled to 
turn over to the Commodity Credit Corporation for disposal as surplus in accord- 
ance with the provisions of this Act an amount of such surplus dairy products 
which shall not exceed the equivalent of the total amount of such increased 
milk production, as determined by the Secretary, or, with the consent of the 
Commodity Credit Corporation, the Board may dispose of such surplus for the 
1ccount of the Commodity Credit Corporation. All loss sustained by the Board 
in removing from the market surplus milk and dairy products in an amount 
equivalent to the volume of such increased production due to diversion shall 
be repaid to the Board by Commodity Credit Corporation. Such losses shall 
be charged by Commodity Credit Credit Corporation to the price-support 
programs of the crops from which such diversion occurred. 


REVIEW BY THE SECRETARY 


Sec. 45. The operations of the Board shall be subject to the supervision and 
control of the Secretary to the following extent and in the following manner: 
Whenever the Secretary shall certify that there is reason to believe the opera: 
tions of the Board have resulted or will result in prices to producers for milk 
or butterfat or both which are unreasonably high when considered in connection 
with the purposes and objectives of this Act, he shall cause a hearing to be held 
within the Department for the purpose of determining such fact. Reasonable 
notice of such hearing shall be given, and all interested parties shall be given 
an opportunity to appear and present evidence, statements, and arguments rele 
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vant and material to the issues involved, all of which shall be made a part of 
the record of the hearing. The Secretary may prescribe rules and regulations 
governing such hearings. 

Sec. 46. If, on the basis of the record of such hearing, the Secretary determines 
that the operations of the Board have resulted or will result in prices to producers 
that are unreasonably high, when considered in connection with the purposes and 
objectives of this Act, he shall by order prescribe the stabilization price levels 
which he determines would not be subject to such objection together with the 
measures which he recommends for the action of the Board. 

Sec. 47. If the Board shall fail or refuse within a reasonable time to take the 
action recommended by the Secretary, or to take other equally effective action 
to bring the stabilization price levels in line with the levels recommended, the 
Secretary may petition the United States Court of Appeals for the District of 
Columbia Circuit for a decree directing the members of the Board to take action 
or to cease and desist from the taking of certain actions as the case may be. 
The court shall have jurisdiction to enter a decree affirming, modifying, or setting 
aside the order of the Secretary, or to enter such other decree as the court may 
deem equitable. The orders of the court may be enforced by contempt proceed- 
ings. Any order issued by the Secretary as above provided may be appealed 
by the Board to the said court and shall thereupon be subject to review by the 
court. 

STABILIZATION FEE 


Sec. 48. The cost of operating the stabilization program and of regulating the 
marketing of milk and dairy products in interstate and foreign commerce, or 
so as to affect such commerce, as herein provided for, shall be paid by milk 
producers and importers marketing milk, butterfat, or dairy products in such 
commerce, or so as to affect such commerce, in proportion to the milk, butterfat, 
and dairy products so marketed by them. Stabilization fees in amounts sufficient 
to cover such costs, as determined by the Board in accordance with the estimated 
requirements of the program for each marketing year, are hereby assessed against 
and shall be collected from each producer and importer who sells milk, butterfat, 
or dairy products in fnterstate or foreign commerce or so as to affect such 
commerce. The stabilization fees shall be established on an annual, marketing 
year basis. They shall be announced by the Board as far in advance of the 
beginning of the marketing year as is practical. The fees so announced shall 
not thereafter be varied before the close of the marketing year for which they 
are applicable, except that in emergency cases, the Board may redetermine such 
stabilization fees in the same manner that stabilization price levels may be 
redetermined in emergency cases. Every person purchasing milk, butterfat, 
or dairy products from a producer (except purchases by consumers for other 
than commercial uses), shall withhold from the purchase price an amount 
equal to the stabilization fees herein provided for and shall remit the same to 
the Commissioner of the Internal Revenue Service. For the purposes of this 
section, milk, butterfat, or dairy products delivered by a producer to a cooperative 
association of producers shall be subject to the stabilization fees upon such 
delivery. Returns shall be filed and remittances made monthly by such pur- 
chasers in accordance with rules prescribed by the Commissioner. 

Sec. 49. Producers holding licenses or permits issued by Federal, State, or local 
agencies, authorizing them to sell milk, butterfat, or dairy products directly to 
consumers shall file returns and pay the stabilization fees on all sales made by 
them to consumers for other than commercial uses. 

Sec. 50. The Internal Revenue Service shall collect the stabilization fees pro- 
vided for herein, and the Commissioner shall prescribe such rules and regula- 
tions as may be necessary to accomplish that purpose. 

Sec. 51. The collection of the stabilization fees herein provided shall be en- 
forced in the same manner that the collection of the taxes on employees under 
the Federal Insurance Contributions Act is enforced, and the remedies, penalties, 
and punishments provided by law or regulation for enforcement of such employee 
taxes shall, insofar as applicable and not inconsistent with the provisions of 
this Act, be applicable to the collection and enforcement of the stabilization fees. 

Sec. 52. There is appropriated for each fiscal year, beginning with the fiscal 
year ending June 30, 1958, an amount equal to the stabilization fees collected 
under the provisions of this Act. Such sums shall be maintained in a separate 
fund and shall be used by the Board only to accomplish the purposes and policies 
of this Act and for the administrative expenses of the Board. The sums appro- 
priated under this section shall, notwithstanding the provisions of any other law, 
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continue to remain available for the purposes of this Act until expended. All 
sums collected by the Internal Revenue Service under the provisions of this 
Act shall be credited as received to a special account without fiscal year limita- 
tion set up for the use of the Board. Such funds, including any other funds of 
the Board, borrowed or otherwise, which may be in any such special account, shall 
be available for use by the Board in carrying out the purposes and policies of 
this Act and for the administrative expenses of the Board. The Board may 
expend such funds for such purposes, at such times, in such manner, and in such 
amounts, consistent with the provisions of this Act, as the Board finds will 
effectuate the purposes of this Act. 

Sec. 53. The Secretary of the Treasury is authorized and directed upon request 
of the Board to establish one or more special accounts without fiscal year 
limitation for the use of the Board. 

Sec. 54. All imports of milk, butterfat, and dairy products shall be subject 
to the collection of stabilization fees at the same rates as those collected from 
domestic producers. The Secretary of the Treasury shall collect the stabiliza- 
tion fees on imports at the time of importation. The laws and regulations ap- 
plicable to the import tax on sugar imposed by section 4501 (b) of the Internal 
Revenue Code of 1954 shall, insofar as applicable and not inconsistent with 
this Act, be applicable to the collection of the stabilization fees on imports. All 
funds so collected shall be credited as received to the special account of the 
Board. Rules and regulations governing the collection and payment of such 
fees shall be prescribed by the Secretary of the Treasury. 


MISCELLANEOUS 


Sec. 55. The latest available statistics of the Federal Government shall be 
used in making the findings and determinations required to be made under 
this Act. Such statistics and other information of the Federal Government, 
its departments and agencies, as may be necessary or appropriate to enable 
the Board to carry out effectively the purposes of this Act shall be made avail- 
able to the Board. 

Sec. 56. Office space for the central office of the Board shall be provided by 
the Department of Agriculture. 

Sec. 57. The provisions of the Federal Property and Administrative Services 
Act of 1949 (Public Law 152, Eighty-first Congress) ; section 3709 of the Re 
vised Statutes (41 U. S. C., sec. 5), as amended; the Walsh-Healey Public 
Contracts Act (41 U. 8S. C., secs. 35-45) ; section 3741 of the Revised Statutes 
(41 U. S. C., sec. 22) ; and sections 431 and 432 of title 18 of the United States 
Code (18 U. 8S. C., sees. 431, 482) shall not be applicable to contracts, purchases, 
sales, or payments made under this Act. 

Sec. 58. If any provision of this Act or the application thereof to any person, 
circumstance, commodity, or product is held invalid, the validity of the re 
mainder of this Act and the application thereof to other persons, circumstances, 
commodities, or products, shall not be affected thereby. 

Sec. 59. All milk and dairy products held by or for the Federal Dairy Stabili- 
zation Board and all other assets of the Board, including borrowed money, shall 
be deemed property of the United States and shall be exempt from Federal, 
State, and local property taxes, except that real estate owned by the Board 
shall be subject to nondiscriminatory State and local real estate taxes. The 
income, obligations, contracts, and transactions of the Board, including pur- 
chases and sales made by or for the Board, shall be exempt from all Federal, 
State, and local taxes, licenses, and fees. All activities, contracts, transactions, 
and operations of the Board, its members, executive committee, officers, em- 
ployees, and agents which are authorized by this Act shall be exempt from 
Federal and State antitrust laws. 

Sec. 60. No member of the Board or of the Advisory Committee, nor any other 
person employed or acting in any official capacity in the administration of this 
Act, shall speculate, directly or indirectly, in milk, butterfat, or dairy products, 
or in contracts relating thereto, nor shall any such person accept or receive 
any benefit or gain from any such speculation by others or own or have any 
beneficial interest in any stock or other membership interest in any organization 
engaged in any such speculation. Normal business operations connected with 
the production, manufacturing, storing, and effective merchandising of milk 
and dairy products, whether hedged or not, shall not be considered speculative 
within the meaning of this section. No member of the Board or of the Advisory 
Committee, nor any other person directly or indirectly connected with the 
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Board or its activities or who shall have access to the files or information of 
the Board, shall divulge any information concerning the Board or its activities, 
which the Board shall have classified as confidential. Any person violating 
the provisions of this section shall upon conviction thereof be fined not more 
than $10,000 or imprisoned not more than one year, or both. 

Sec. 61. The general penal statutes relating to crimes and offenses against 
the United States, its property, contracts, employees, and operations shall 
apply with respect to the Board, its property, contracts, employees, and opera- 
tions to the extent that such application is not inconsistent with the provisions 
of this Act. 

Sec. 62. The price support operations of the Secretary under title II of the 
Agricultural Act of 1949 with respect to milk, butterfat, and dairy products shall 
be suspended April 1, 1958, and shall continue to be suspended during the entire 
period that stabilization operations are carried on by the Board under the 
authority of this Act. 

Sec. 63. The stabilization operations of the Board and the collection of stabili- 
zation fees shall begin April 1, 1958. 





[H. R. 9741, 85th Cong., 2d sess.] 


A BILL To provide an adequate, balanced, and orderly flow of milk and dairy products in 
interstate and foreign commerce, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That this Act may be cited as the 
“Dairy Stabilization Act of 1958”. 


LEGISLATIVE FINDING 


Sec. 2. Milk and dairy products are an important source of the Nation’s to- 
tal supply of food for domestic consumption and for export. They are mar- 
keted on nationwide markets, and substantial quantities thereof, in both raw 
and processed form, move in interstate and foreign commerce. Recurring 
sensonal and periodic surpluses and shortages, impaired purchasing power 
and financial instability of milk producers, unnecessarily high prices to con- 
sumers for essential foods, disorderly marketing practices, economic strife, 
and congestion in storage, transportation, processing, and other handling facili- 
ties adversely affect farm credit, disorganize and disrupt the agricultural and 
general economy of the United States, impinge on the public welfare, impair 
the national security, and burden interstate and foreign commerce. The pro- 
duction and marketing of milk and dairy products is affected with a public 
interest, directly affects the welfare and security of the Nation, and is at- 
tended with substantial and far-reaching consequences to interstate and for- 
eign commerce. Al] marketing of milk and dairy products is either in the 
current of interstate or foreign commerce or directly affects such commerce. 
That part which enters directly into the current of interstate or foreign com- 
merce cannot be effectively regulated without regulating also that part which 
is marketed within the State of production. The intrastate production and mar- 
keting of milk and dairy products is in competition with the production and 
marketing of milk and dairy products for interstate and foreign commerce. 


DECLARATION OF POLICY 


Sec. 3. It is hereby declared to be the policy of the Congress (a) to provide 
an adequate, balanced, and orderly flow of milk and dairy products in inter- 
state and foreign commerce; (b) to promote the effective merchandising of 
milk and dairy products in interstate and foreign commerce; (c) to develop 
an improved, orderly, and stabilized market for milk and dairy products which 
are marketed in interstate or foreign commerce, or so as to affect such com- 
merce; (d) to protect the security and welfare of the Nation by maintaining 
adequate domestic production and supplies of milk and dairy products and 
by keeping the national agricultural resources permanently productive and 
reasonably adjusted to current demand; (e) to stabilize the prices of milk 
and dairy products at levels which will assure adequate supplies of milk and 
dairy products and provide a fair return to the producers of milk and butter- 
fat commensurate with the cost of production, taking into consideration the 
investment and risk involved, and the labor of the producer and his family; 
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(f) to protect the interest of consumers by maintaining a stabilized, continuous, 
and adequate supply of milk and dairy products at fair prices; and (g) to 
provide a self-financing system of price stabilization and production adjust- 
ment for milk and dairy products. 


GENERAL DEFINITIONS 


Sec. 4. For the purposes of this Act— 

(a) The terms “interstate commerce” and “foreign commerce” include the 
movement of milk and dairy products in commerce between any State or the 
District of Columbia and any place outside thereof, or within the District 
of Columbia, or between any Territory or possession which is included within 
the operation of this Act by the action of the Board and any place outside 
thereof, or within any such Territory or possession. 

(b) The term “affect interstate or foreign commerce” means, among other 
things, to burden, obstruct, impede, or otherwise affect interstate or foreign 
commerce, the free and orderly flow thereof, or the production, storing, proces- 
sing, marketing, or transportation of milk and dairy products for or in such 
commerce or after transportation therein. 

(c) “United States” means the several States, the District of Columbia, 
and any Territory or possession of the United States which the Board de- 
termines should be included in the operation of this Act. The term “States” 
includes any State, the District of Columbia, and any Territory or possession 
which the Board includes within the term “United States.” The provisions 
of this Act shall apply to the United States as herein defined, except that the 
powers and authority of the Board may be exercised in other areas and in 
foreign countries in connection with the sale or other disposal of milk, butter- 
fat, and dairy products. 

(d) “Secretary” means the Secretary of Agriculture, “Department” means 
the Department of Agriculture, ‘Board’ means the Federal Dairy Stabilization 
Board, and “Advisory Committee” means the Federal Dairy Advisory Com- 
mittee. 

(e) “Person” means an individual, partnership, corporation, association, trust, 
estate, or any other business entity. 

(f) The terms “milk,” “butterfat,” and “dairy products” means milk and 
butterfat and the products of milk and butterfat, respectively, including any 
classification, type, or grade thereof; together with such combinations and 
byproducts thereof, and such products manufactured wholly or in part thereof, 
as may be designated by the Board. 

(g) “Marketing year” means the twelve-month period beginning April 1 of 
each year. 

(h) “Estimated supply” for any marketing year shall be (1) the estimated 
carryover at the beginning of such marketing year; plus (2) estimated production 
for market in the United States during such marketing year, less the estimated 
surplus to be acquired by or charged to the Commodity Credit Corporation during 
such marketing year as a result of diverted acres: plus (3) estimated imports 
into the United States during such marketing year, less the estimated surplus 
to be acquired by or charged to the Commodity Credit Corporation during such 
marketing year as a result of imports. Estimates for marketing years may be 
based on statistics or estimates for calendar years, or, in the discretion of the 
Board, calendar-year estimates may be used in place of marketing-year estimates. 

(i) “Carryover” shall not include the estimated surplus milk or dairy products 
owned or controlled by or charged to the Commodity Credit Corporation, or to 
be acquired by or charged to it, under this Act before the beginning of the market- 
ing year for which “carryover” is to be estimated. 

(j) “Estimated demand” for any marketing year shall be (1) the estimated 
consumption in the United States during such marketing year; plus (2) estimated 
exports during such marketing year; plus (3) an allowance for carryover. 
In determining estimated demand, estimated disposals of surplus milk or 
dairy products by Commodity Credit Corporation, or by the Board outside of the 
ordinary channels of domestic or foreign trade, shall be excluded. 

(k) The “allowance for carryover” shall be determined by the Board. In 
making this determination, consideration shall be given to the need for main- 
taining an adequate, dependable, and continuous supply of milk and dairy 
products. The Board shall take into consideration any abnormal conditions pres- 
ent or likely to prevail, contingencies related to national security and world 
supplies, and trends in the production, marketing, and utilization of milk and 
dairy products. 
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(1) “Milk producer” means any person engaged in the production of milk or 
butterfat for market. A milk producer to be eligible to serve as a member of the 
Board, or to vote for nominees for appointment to the Board, must be engaged 
in the production and marketing of milk or butterfat in commercial quantities. 

(m) Commodity Credit Corporation” shall include the Commodity Credit 
Corporation as now or hereafter constituted and any successor or other Federal 
agency authorized to perform similar services. 


FEDERAL DAIRY STABILIZATION BOARD 


- 


Sec. 5. There is created in the executive branch of the Government as an 
independent agency and instrumentality of the United States a Federal Dairy 
Stabilization Board consisting of fifteen members to be appointed by the Presi- 
dent after receiving nominations from milk producers as hereinafter provided. 
Only persons who are milk producers, or who are officers or full-time employees of 
dairy cooperative associations which meet the requirements of the Capper- 
Volstead Act (7 U. S. C. 291-292), or who are officers or full-time employees of 
federations or marketing agencies in common owned and controlled by such 
cooperatives, shall be eligible to serve on the Board. 

Sec. 6. In order to secure appropriate regional representation on the Board, 
the United States shall be divided into fifteen Federal dairy districts to be 
designated by the Secretary. In designating such districts, the Secretary shall 
give consideration to (1) complete geographical representation of the United 
States, and (2) the importance of dairying in each district. 

Sec. 7. Each Federal dairy district shall be assigned one place on the Board. 
The milk producers in each district shall by ballot select three nominees for 
the place on the Board assigned to their district. Each milk producer shall be 
entitled to submit one name for nominee for the place on the Board to be filled 
from his district. The three candidates receiving the highest number of votes 
for nominee for each respective place on the Board shall be nominees for appoint- 
ment to such place. The Secretary shall conduct all elections for the selection 
of such nominees, prescribe such rules and regulations as he may consider 
necessary in the administration of the duties assigned to him under this Act, 
determine all questions involving the qualifications of such nominees, members 
of the Board, or milk producers, resolve all tie votes for such nominees, and 
certify such nominees to the President. The decision of the Secretary in all such 
matters shall be final. The three nominees so selected for each place on the 
Board shall be received and considered by the President in making appointments 
to the respective places on the Board for which such nominees were selected. In 
making appointments to the Board, the President shall give due consideration 
to securing an equitable representation of the various forms in which milk 
and its products are sold. 

Sec. 8. The first appointments to the Board shall be equally divided between 
two-, four-, and six-year terms, respectively, as designated by the President; 
and thereafter each member shall be appointed for a term of six years. Terms 
of Board members shall be based on calendar years and shall expire on the 31st 
day of December of the last calendar year of the appointment. Each member 
shall hold office for the term of his appointment and until his successor shall 
have been appointed and shall have taken office. Board members may be 
removed for cause or ineligibility by the President. Vacancies on the Board 
may be filled for the unexpired terms by appointment by the President, taking 
into consideration the nominees from which the original appointment was made, 
or. in the discretion of the President, in the manner herein prescribed for the 
appointment of members for a regular term. Vacancies on the Board shall not 
impair the power of the remaining members to exercise all the powers of the 
Board, except that in no event shall the Board be empowered to act unless eight 
or more places on the Board are filled. Each member of the Board, other than 
the Secretary or the Secretary’s representative, shall receive a per diem of $50 
for each day’s attendance at meetings of the Board and while traveling to and 
from said meetings, but not to exceed a total of $2,500 in any one year, together 
with actual, necessary travel, subsistence, and other expenses incurred in the 
discharge of his official duties without regard to other laws with respect to 
allowances which may be made on account of travel and subsistence expenses of 
officers and employed personnel of the United States. The Secretary, or an 
official of the Department designated by him, shall be an ex officio member of 
the Board. He shall meet and confer with the Board but shall not be entitled 
to vote. 
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Sec. 9. The Board shall meet annually on the second Monday in January and 
at other times upon call of the Chairman. In addition, special meetings of the 
Board may be called at any time by a majority of the members of the Board in 
office, or by the Secretary. 

Sec. 10. The Chairman of the Board shall be selected by the Board. He 
shall hold office for a term of two calendar years and until his successor shall 
have been selected and shall have taken office. Vacancies in the office of the 
Chairman of the Board shall be filled for the unexpired term by the Board. 

Sec. 11. A majority of the members of the Board in office shall constitute a 
quorum, and action may be taken by a majority vote of those present at any 
regular or special meeting at which a quorum is present. The findings and 
determinations of the Board made under the authority of this Act shall be final 
and conclusive. The Board may adopt, alter, and use official seal which shall 
be judicially noticed. It may adopt rules and regulations governing the manner 
in which its business may be conducted and its powers may be exercised. 

Sec. 12. The Board may sue and be sued in the same manner, in the same 
courts, and to the same extent that the Commodity Credit Corporation may sue 
and be sued; and the laws, rules, and decisions applicable to suits by or against 
that corporation shall be applicable to suits by or against the Board. The 
Board shall be entitled to the use of the United States mails in the same 
manner and upon the same conditions as the Commodity Credit Corporation. 

Sec. 13. The Board may select an executive committee of five from among its 
members and delegate to it any power or authority of the Board, except the 
power to set price stabilization levels, the amount of the marketing assessment 
herein provided for, or the total quantity of milk and butterfat which may be 
marketed under marketing certificates. Members of the executive committee 
shall be paid their actual, necessary travel, subsistence, and other expenses in- 
curred in the discharge of their official] duties, without regard to other laws with 
respect to allowances which may be made on account of travel aud subsistence 
expenses of officers and employed personnel of the United States and, in addi- 
tion to their compensation as members of the Board, may be paid a per diem in 
such amounts and for such days as the Board may prescribe. Vacancies on the 
executive committee may be filled by the Board. Vacancies on the committee 
shall not impair the power of the remaining members to exercise all the powers 
of the committee provided a quorum remains. Three members of the committee 
shall constitute a quorum. The Chairman of the Board shall be a member of 
the executive committee and its Chairman. Meetings of the executive commit- 
tee may be called by the Chairman, a majority of the members of the committee 
in office, or by the Secretary. The Secretary, or an official of the Department 
designated by him, shall be an ex officio member of the executive committee. 
He shall meet and confer with the executive committee but shall not be entitled 
to vote or to receive expenses or per diem. 

Sec. 14. The Board may enter into and carry out such contracts or agree- 
ments as are necessary or desirable in the conduct of its business. State and 
local laws or rules shall not be applicable with respect to contracts or agree- 
ments of the Board, or the parties thereo, to the extent that such contracts or 
agreements provide that such laws or rules shall not be applicable. 

Sec. 15. The Board may, either directly or through such corporations, stabili- 
zation corporations, brokers, agents, or persons as it may designate, acquire, 
hold, store, warehouse, manufacture, process, service, package, advertise, sell 
and transport, or otherwise acquire, handle or dispose of, milk and dairy prod- 
ucts in raw or processed form, or in the form of warehouse receipts, or contracts 
to buy or sell, and may contract for plants, facilities, and services needed to 
accomplish such purposes. 

Sec. 16. The Board shall have the power to acquire, hold, improve, repair, 
modify, encumber, lease, use, and dispose of real or personal property, or any 
right or interest therein, which may be necessary or appropriate to the conduct 
of its business. 

Sec. 17. The Board may borrow money and pledge as security any assets 
which it may have, including dairy products. It shall be entitled to borrow 
from the Commodity Credit Corporation, and the Commodity Credit Corporation 
is authorized and directed to loan to it, without security, such amounts as the 
Board may deem necessary to carry out effectively the purposes of this Act: 
Provided, however, That the total amount of all money borrowed from the 
Commodity Credit Corporation and outstanding at any one time shall not 
exceed in the aggregate the sum of $200,000,000. The Board may borow money 
from any other source of credit available to it upon the security of the dairy 
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products acquired by it or on the security of other assets or by unsecured loans 
and may issue notes, bonds, and other obligations. Other than the authority 
to borrow from the Commodity Credit Corporation, the Board shall have no 
authority to obligate the United States, and none of its notes, bonds, or other 
obligations shall be guaranteed by or collectible from the United States. 
Judgments and other claims against the Board shall be enforced only against 
the assets of the Board in the same manner as if it were a corporation, and no 
liability for the debts or actions of the Board shall exist against either the 
United States or any member, officer, employee, or agent of the Board in his 
individual capacity. 

Sec. 18. The Board shall determine the character of and the necessity for its 
obligations and expenditures and the manner in which they shall be incurred, 
allowed, and paid. It may make final and conclusive settlement and adjust- 
ment of any claims by or against the Board or of the accounts of its officers, 
employees, agents, and contractors. 

Sec. 19. The Board may make such loans and advances of its funds as are 
necessary in the conduct of its business. 

Sec. 20. The Board shall have such other powers as may be necessary or 
appropriate for the exercise of the powers vested in it and the effective per- 
formance of the duties imposed on it by this Act. 

Sec. 21. The Board shall pay interest to the Commodity Credit Corporation on 
all money owed to that Corporation at such rates as may be determined by the 
Secretary of the Treasury to represent the cost of money to the Government, 
taking into consideration the terms for which such amounts are loaned to the 
Board. 

Sec. 22. The Board is authorized to use in its business all funds or other assets 
in its possession, including net earnings and borrowed money. 

Sec. 23. The Board may appoint such committees and officers and employ such 
personnel as it may deem necessary for the conduct of its business, fix the 
amount of and pay their compensation, define their authority and duties, and 
delegate to them, or to such corporations, stabilization corporations, brokers, 
agents, or persons with whom it may contract, such of the powers vested in the 
Board as it may determine, except the power to determine price stabilization 
levels, the amount of the marketing assessment herein provided for or the total 
quantity of milk and butterfat which may be marketed under marketing certifi- 
eates. All such committees, officers, and employees, including the executive 
committee, shall be subject to the general supervision and control of the Board. 
The Board may require and pay for bonds for employees, officers, agents, or 
contractors. None of the officers, members, or employees of the Board shall 
be subject to the Federal laws and regulations relating to the employment, com- 
pensation, classification, discharge, or leave, travel, and subsistence allowances, 
of Government employees, except such regulations relating thereto as may be 
prescribed by the Board. Subsequent amendments of such laws or regulations 
shall not affect this exemption, unless such amendments shall specifically so 
provide. 

Sec. 24. The Board may, with the consent of the agency concerned, accept and 
utilize, on a compensated or uncompensated basis, the officers, employees, serv- 
ices, facilities, and information of any agency of the United States or of any 
State or of any political subdivision of any of the foregoing. 

Sec. 25. The Board may, in the conduct of its business, utilize on a contract or 
fee basis any corporation, stabilization corporation, association, agency, person, 
commodity exchange, broker, or trade facility. 

Sec. 26. The Board shall at all times maintain complete and accurate minutes 
and books of account. It shall file annually with the Secretary a complete re- 
port of the business of the Roard, a copy of which shall be submitted to Congress. 


FEDERAL DAIRY ADVISORY COM MITTEE 


Sec. 27. The Secretary is authorized and directed to appoint a Federal Dairy 
Advisory Committee of twelve members which shall confer with and advise the 
Board and the executive committee of the Board concerning the dairy stabiliza- 
tion programs herein authorized. 

Sec. 28. In making appointments to the Advisory Committee the Secretary 
shall give equitable recognition to representation of (1) manufacturers, han- 
dlers, and distributors of milk and dairy products; (2) consumers; (3) other 
agricultural commodities or programs that may be affected by the operation of 
the dairy stabilization program; and (4) other interests which the Secretary 
determines are directly concerned with the operation of this Act. 
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Sec. 29. Membership on the Advisory Committee shall be for a term of three 
calendar years, expiring on December 31 of the last year of the term. Each 
member shall hold office for the term of his appointment and until his successor 
shall have been appointed and shall have taken office. Members of the Advisory 
Committee may be removed by the Secretary with or without cause. Vacancies 
may be filled by the Secretary for unexpired terms. Vacancies on the Advisory 
Committee shall not affect the power of the remaining members to meet and act, 
Original appointments shall be equally divided between one-, two-, and three- 
year terms, as designated by the Secretary. The Secretary, or an official of the 
Department designated by him, shall be an ex officio member of the Advisory 
Committee. He shall meet and confer with the Committee but shall not be 
entitled to vote. 

Sec. 30. The Advisory Committee shall meet annually on the second Monday 
in January and at other times upon call of the Chairman. In addition, special 
meetings of the Advisory Committee may be called at any time by a majority 
of the members of the Committee in office or by the Secretary. 

Sec. 31. The Chairman of the Advisory Committee shall be selected annually 
by the Committee. A majority of the members of the Committee in office shall 
constitute a quorum, and action may de taken by a majority vote of those pres- 
ent at any meeting at which a quorum is present. 

Sec. 32. The Advisory Committee may select an executive committee of five 
from among its members. The executive committee shall meet upon call of the 
Chairman, or upon call by a majority of its members in office or by the Secre 
tary. Three members of the executive committee shall constitute a quorum. 
The Chairman of the Advisory Committee shall be a member of the executive 
committee and its chairman. The Secretary, or an official of the Department 
designated by him, shall be an ex officio member of the executive committee. 
He shall meet and confer with the executive committee but shall not be entitled 
to vote. 

Sec. 33. Members of the Advisory Committee, including its Chairman and 
executive committee, shall not be entitled to compensation, expenses, per diem, 
or travel, subsistence, or other allowances from the funds of the Board. 


PRICE STABILIZATION 


Sec. 34. The Board is authorized and directed to stabilize prices of milk and 
butterfat to producers. Except as otherwise provided in this Act, the amounts 
terms, types, and conditions of the stabilization operations of the Board, and 
the extent to which such operations are carried out, shall be determined by 
the Board. 

Sec. 35. Stabilized prices to producers for milk and butterfat shall be pro- 
vided by the Board at levels to be established and announced annually by the 
3oard. In determining stabilization price levels, the amount of the marketing 
assessment, and the prices at which various dairy products will be bought or 
sold, in any marketing year, the Board shall take into consideration (1) the 
declared policy of this Act, (2) the nutritional value of milk and dairy products 
and the importance of such essential foods to the health and general welfare of 
the Nation and to the national defense, (3) the estimated supply of milk and 
dairy products for such marketing year, (4) the estimated demand for milk and 
dairy products for such marketing year, (5) the price support level for feed 
crops which affect the cost of milk production, (6) the estimated costs of pro- 
ducing, processing, and marketing milk and dairy products, (7) the relationship 
which the price of milk and dairy products bear to prices for other foods and 
to hourly returns for labor, (8) the hourly returns for the labor of dairy 
farmers and their families, (9) estimated returns to farmers from alternative 
crops and commodities, (10) the general economic condition of dairy farmers 
and the effect of such condition upon the economy of rural communities and of 
the Nation as a whole, (11) the need for maintaining a reasonable relationship 
between the prices that farmers receive and the cost of the things that farmers 
buy, and (12) other economic conditions which affect the market for milk and 
dairy products. In making such determinations, the Board may hold such 
public hearings, with notice, and utilize such studies as it considers necessary to 
effectuate the purposes of this Act. The stabilization levels shall be established 
as of the beginning of the marketing year and shall be on an annual basis. They 
shall be announced as far in advance of the marketing year as is practicable. 
The stabilization levels so announced by the Board shall not thereafter be varied 
before the close of the marketing year for which they are applicable, except that 
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in emergency cases, after a public hearing, with notice, the Board may rede- 
termine the stabilization levels if it finds that conditions have materially changed 
since the announcement was made. A reasonable time, taking into consideration 
the character of the emergency, shall be allowed by the Board before any re- 
determined stabilization levels are made effective. The Board’s finding and 
the record of the hearing shall be available to the public. 

Sec. 36. Appropriate adjustments and variations may be made by the Board 
in the stabilization prices for different products and for differences in grade, 
type, quality, location, season, and other factors. To determine the stabilized 
price level for any marketing year, the stabilized prices to producers for all com- 
modities prescribed under this Act for such marketing year shall be reduced to 
a common factor, such as milk equivalent, and averaged. 

Sec. 37. In order to stabilize prices for milk and dairy products, the Board is 
authorized and directed to establish and maintain a surplus holding pool. The 
Board shall remove from the ordinary and usual channels of domestic consump- 
tion milk and dairy products which are not absorbed in such channels at the 
prevailing stabilization price levels. In order to accomplish this objective, the 
Board shall stand ready and willing at all times to purchase domestically pro- 
duced butter, Cheddar cheese, and nonfat dry milk solids, together with such 
milk and butterfat and such other dairy products or by-products as the Board 
may by order designate. Such purchases shall be at price levels which the Board 
determines will return to producers on a general average basis the prevailing 
stabilization levels for milk and butterfat. Appropriate adjustments and differ- 
entials may be made between terminal markets, and between such terminal 
markets and country locations. The Board shall give due consideration to his- 
torical and established differentials in determining such adjustments and differ- 
entials. Purchases may be made either in terminal markets or at country loca- 
tions, or both, with appropriate adjustments and differentials as above provided. 
The Board may prescribe the terms and conditions under which it will make 
such purchases. The specific purchases to be made and the types and grades 
to be purchased shall be in the discretion of the Board. The Board may take 
physical possession of any milk or any dairy products acquired by it or operate 
through the use of contracts or warehouse receipts in its discretion. It may 
operate on the commodity exchanges to whatever extent it deems appropriate. It 
may make its purchases and sales and perform its other functions through its 
own staff or through such committees, corporations, stabilization corporations, 
agents, brokers, or persons as it may designate. 

Sec. 388. The Board may sell any milk or any dairy product owned or controlled 
by it at any price not prohibited by this section. In determining sales policies 
for any milk or any dairy product intended for use in the ordinary and usual 
channels of domestic consumption, the Board shall give consideration to the estab- 
lishing of such policies with respect to prices, terms, and conditions as it deter- 
mines will not discourage or deter manufacturers, processors, and dealers from 
acquiring and carrying normal inventories of such commodities. The Board shall 
not sell any milk or any dairy product for use in the ordinary and usual channels 
of domestic consumption at less than the current stabilization price therefor. 
The foregoing restriction shall not apply to (a) sales to prevent deterioration or 
spoilage or to rotate stocks, (b) sales for the purpose of establishing claims 
against any person for wrongful act of violation of contract, (c) sales for export, 
(d) sales for use in connection with special promotional programs to increase 
consumption, (e) sales for new, secondary or by-product uses, (f) sales for feed, 
and (g) such other sales as the Board finds and determines will not interfere 
with the purposes of this Act. The Board may in its discretion give away, barter 
for domestic or foreign assets, or sell at reduced prices or for foreign currency, 
any milk or any dairy product in its possession or under its control where the use 
to be made of it is not in the ordinary and usual channels of domestic consump- 
tion, including sales or gifts to the armed services, for school lunches, for school 
milk programs, to charitable institutions, to governmental agencies or institutions, 
to education or research institutions, for domestic relief, for foreign relief, for 
export, and to such other agencies or for such other purposes as the Board deter- 
mines will not interfere with the purposes of this Act. 

Sec. 39. The Federal Government and the various agencies and instrumental- 
ities thereof, in connection with programs sponsored by the Government or sup- 
ported in whole or in part by Government funds which call for the distribution 
of food, shall give due consideration to obtaining milk and dairy products from 
the Board. Agencies of the United States Government in connection with relief 
or other distributions or the procuring of materials, equipment, supplies, or serv- 
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ices in foreign nations, are directed to cooperate with the Board in the disposal 
of milk and dairy products by barter or exchange for foreign assets or currencies 
and in the utilization of foreign currencies. 

Sec. 40. The Board is authorized to promote and develop new and expanded 
outlets for milk and dairy products. 

Sec. 41. The operations of the Board in connection with acquiring, transporting, 
holding, storing, manufacturing, processing, handling, selling, and disposing of 
milk and dairy products may be conducted through regular commercial channels, 
and due consideration shall be given by the Board to dislocating or disrupting as 
little as possible, consistent with the purpose of this Act, the usual and customary 
channels of trade. Nothing herein contained shall prevent the Board from con- 
ducting such operations itself or through a corporation, stabilization corporation, 
broker, agency, or person. 

Sec. 42. After the effective date of this Act, surplus milk or dairy products shall 
not be sold or otherwise disposed of in the ordinary and usual channels of domes- 
tic trade by the Commodity Credit Corporation or by any other Federal agency 
without the express consent of the Board. The purpose of this provision is to 
segregate the surplus milk and dairy products held by the Commodity Credit 
Corporation on the effective date of this Act or subsequently acquired by it under 
this Act. 

Sec. 43. In any marketing year in which surplus milk or dairy products are 
acquired by the Board and in which milk or dairy products are imported into the 
United States from any foreign country, the Board shall be entitled to turn over 
to the Commodity Credit Corporation for disposal as surplus in accordance with 
the provisions of this Act an amount of such surplus dairy products which shall 
not exceed the equivalent of the total amount of such imports, as determined by 
the Board, or, with the consent of the Commodity Credit Corporation, the Board 
may dispose of such surplus dairy products for the account of the Commodity 
Credit Corporation. All loss sustained by the Board in removing from the domes- 
tie market surplus milk and dairy products in an amount equivalent to such 
imports shall be repaid to the Board by Commodity Credit Corporation. The 

3oard may exclude from the operation of this section any imported dairy products 
which it determines are not competitive with domestically produced milk, butter- 
fat, or dairy products. 

Sec. 44. In any marketing year in which surplus milk or dairy products are 
acquired by the Board and in which the total domestic production of milk or 
butterfat is increased due to diversion from the production of any other crop or 
commodity, including livestock, the production of which is controlled or regulated 
under any Federal agricultural program, the Board shall be entitled to turn over 
to the Commodity Credit Corporation for disposal as surplus in accordance with 
the provisions of this Act an amount of such surplus dairy products which shall 
not exceed the equivalent of the total amount of such increased milk and butterfat 
production, as determined by the Secretary, or, with the consent of the Commodity 
Credit Corporation, the Board may dispose of such surplus for the account of 
the Commodity Credit Corporation. All loss sustained by the Board in removing 
from the market surplus milk and dairy products in an amount equivalent to 
the volume of such increased production due to diversion shall be repaid to the 
Board by Commodity Credit Corporation. Such losses shall be charged by Com- 
modity Credit Corporation to the price-support programs of the crops from which 
such diversion occurred. 

REVIEW BY THE SECRETARY 


Sec. 45. The operations of the Board shall be subject to the supervision and 
control of the Secretary to the following extent and in the following manner, 
Whenever the Secretary shall certify to the Board that there is reason to believe 
the operations of the Board have resulted or will result in prices to producers 
for milk or butterfat or both which are unreasonably high when considered in 
connection with the purpose of this Act, he shall, unless prompt action is taken 
by the Board to remedy the situation, cause a hearing to be held within the 
Department for the purpose of determining such fact. Reasonable notice of such 
hearing shall be given, and all interested parties shall be given an opportunity to 
appear and present evidence, statements, and arguments relevant and material 
to the issues involved, all of which shall be made a part of the record of the 
hearing. The Secretary may prescribe rules and regulations governing such 
hearings. 

Sec. 46. If, on the basis of the record of such hearing, the Secretary determines 
that the operations of the Board have resulted or will result in prices to pro- 
ducers that are unreasonably high, when considered in connection with the 








oSal 
cieg 


ded 


of 
els, 
; as 
ary 
‘oOn- 
ion, 


1all 
1eS- 
ney 


dit 
der 


are 
the 
ver 
ith 
all 
by 
ird 
ity 
es- 
ich 
‘he 
cts 
er- 


ire 
or 


ed 
er 


ill 
at 
ity 
of 


ao 
ng 


he 
m- 


ch 


nd 


ve 
rs 
in 
on 
he 
‘h 
to 
al 
1e 


PS 


1e 


DAIRY PRODUCTS PRICE SUPPORT 315 


purposes of this Act, he shall by order prescribe the stabilization price levels 
which he determines would not be subject to such objection. 

Sec. 47. If the Board shall fail or refuse within a reasonable time to take 
effective action to bring the stabilization price levels in line with the levels 
ordered, the Secretary may petition the United States Court of Appeals for the 
District of Columbia Circuit for a decree directing the members of the Board to 
take action or to cease and desist from the taking of certain actions as the case 
may be. The court shall have jurisdiction to enter a decree affirming, modifying, 
or setting aside the order of the Secretary, or to enter such other decree as the 
court may deem equitable. The orders of the court may be enforced by contempt 
proceedings. Any order issued by the Secretary as above provided may be 
appealed by the Board to the said court and shall thereupon be subject to review 
by the court. 

MARKETING ASSESSMENT 


Sec. 48. The cost of operating the stabilization program and of regulating the 
marketing of milk and dairy products in interstate and foreign commerce, or so 
as to affect such commerce, as herein provided, shall be paid by the milk producers 
and importers marketing milk, butterfat, or dairy products in such commerce, or 
so as to affect such commerce, in proportion to the milk, butterfat, and dairy 
products so marketed by them. Thus the cost of developing and maintaining an 
orderly, stabilized, and improved market will be charged directly to those using 
the improved market and sharing in its benefits and to them only ; and the amount 
paid by each will be directly related to the use made of the improved market. 
Marketing assessments in amounts sufficient to cover the costs of the program, 
as determined by the Board in accordance with the estimated requirements of 
the program for each marketing year, are hereby assessed against and shall be 
collected from each producer and importer who sells milk, butterfat, or dairy 
products in interstate or foreign commerce or so as to affect such commerce. 
The marketing assessment shall be established on an annual marketing year 
basis. They shall be announced by the Board as far in advance of the beginning 
of the marketing year as is practical. ‘The assessments so announced shall not 
thereafter be varied before the close of the marketing year for which they are 
applicable, except that in emergency cases, the Board may redetermine such 
marketing assessments in the same manner that stabilization price levels may be 
redetermined in emergency cases. Every person purchasing milk, butterfat, or 
dairy products from a producer (except purchases by consumers for other than 
commercial uses), shall withhold from the purchase price an amount equal to 
the marketing assessment and shall remit the same to the Commissioner of 
Internal Revenue. For the purposes of this section, milk, butterfat, or dairy 
products delivered by a producer to a cooperative association of producers shall 
be subject to the marketing assessment upon such delivery. Returns shall be 
filed and remittances made monthly by such purchasers in accordance with rules 
prescribed by the Commissioner. 

Sec. 49. Producers holding licenses or permits issued by Federal, State, or local 
agenices authorizing them to sell milk, butterfat, or dairy products directly to 


consumers shall file returns and pay the marketing assessment on all sales made 
by them to consumers for other than commercial uses. 
Sec. 50. The Commissioner of Internal Revenue shall collect the marketing 


assessments provided for herein and shall prescribe such rules and regulations 
as may be necessary to accomplish that purpose. 

Sec. 51. The collection of the marketing assessments shall be enforced in the 
same manner that the collection of the taxes on employees under the Federal 
Insurance Contributions Act is enforced, and the remedies, penalties, and punish- 
ments provided by law or regulations for enforcement of such employee taxes 
shall, insofar as applicable and not inconsistent with the provisions of this Act, 
be applicable to the collection and enforcement of the marketing assessments. 

Sec. 52. There is appropriated for each fiscal year, beginning with the fiscal 
year ending June 30, 1959, an amount equal to the marketing assessments col- 
lected under the provisions of this Act. Such sums shall be maintained in a sep- 
arate fund and shall be used by the Board only to accomplish the purposes and 
policies of this Act and for the administrative expenses of the Board. ‘The sums 
appropriated under this section shall, notwithstanding the provisions of any 
other law, continue to remain available for the purposes of this Act until ex- 
pended. All sums collected by the Commissioner of Internal Revenue under the 
provisions of this Act shall be credited as received to a special account without 
fiscal year limitation set up for the use of the Board. Such funds, including 
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any other funds of the Board, borrowed or otherwise, which may be in any such 
special account, shall be available for use by the Board in carrying out the pur- 
poses and policies of this Act and for the administrative expenses of the Board. 
The Board may expend such funds for such purposes, at such times, in such man- 
ner, and in such amounts, consistent with the provisions of this Act, as the Board 
finds will effectuate the purposes of this Act. 

Sec. 53. The Secretary of the Treasury is authorized and directed upon request 
of the Board to establish one or more special accounts without fiscal year limita- 
tion for the use of the Board. 

Sec. 54. All imports of milk, butterfat, and dairy products shall be subject to 
the collection of marketing assessments at the same rates as those collected 
from the domestic producers. The Secretary of the Treasury shall collect the 
marketing assessments on imports at the time of importation. The laws and 
regulations applicable to the import tax on sugar imposed by section 4501 (b) 
of the Internal Revenue Code of 1954 shall, insofar as applicable and not incon- 
sistent with this Act, be applicable to the collection of the marketing assessments 
on imports. All funds so collected shall be credited as received to the special 
account of the Board and shall be available for use by the Board in the manner 
and for the purposes above mentioned. Rules and regulations governing the 
collection and payment of such fees shall be prescribed by the Secretary of the 
Treasury. 

MARKETING ALLOTMENT PROGRAMS 

Sec. 55. The provisions of sections 55 through 63 shall be applicable only to 
marketing years when a marketing allotment program is required or in effect 
under this Act. 

Sec. 56. In the event the marketing assessment for any marketing year would 
exceed 8 per centum of the stabilization price level for that year, the Board shall 
set up and put into effect a marketing allotment program operated and financed 
in the manner hereinafter authorized. 

Sec. 57. The Board shall establish a base for each producer desiring to market 
milk or butterfat. Bases shall be assigned to producers, including partnerships, 
corporations, or other business entities and not to herds or farms. The Board 
shall provide by rules or regulations for the transfer of bases in whole or in part, 
for the assignment of bases to new producers, for the equitable adjustment of 
bases to avoid hardship, for such other adjustments consistent with the objec- 
tives of this Act as the Board deems appropriate, including adjustments for deficit 
production areas, and for such other matters as may be necessary or appropriate 
to set up and operate effectively and efficiently the programs herein authorized. 
Marketing bases so established may, in the discretion of the Board, be separated 
into such classes as the Board may designate, including fluid, manufacture, 
market demand, and surplus. In allocating such bases the Board shall take 
into consideration historical production, trends, abnormal production during the 
historical period, and such other factors as may be appropriate to carry out 
such allocation in an equitable and practical manner. Bases established by the 
Board shall continue in effect from year to year until terminated by the Board, 
but such bases shall be subject to modification and adjustments from time to 
time by the Board. 

Sec. 58. Persons required to withhold and report marketing assessments shall 
make such additional reports as the Board may prescribe by rule or regulation 
relating to the volume of milk marketed by each producer. The Board shall 
have authority to make such investigations, inspections, and audits of the records 
of any such person as may be necessary to enable it to carry out and enforce 
effectively the objectives of this Act. 

Sec. 59. The Board shall estimate and announce annually, as far in advance 
of the beginning of the applicable marketing year as is practicable, (1) the 
estimated supply for such marketing year; (2) the total quantity of milk and 
dairy products which can be marketed during such marketing year at prices 
equal to or above the stabilization price levels for such year; (3) the total 
quantity of milk and dairy products which can be sold or otherwise disposed 
of at prices less than the stabilization price levels for such year but which will 
provide a net return above the cost of handling; (4) the total quantity of milk 
and dairy products to be sold, donated, or otherwise disposed of during such 
year at a net loss below the cost of handling; (5) the amount by which storage 
stocks, reserves, and set-asides will be increased or decreased during such year; 
(6) the value of the milk and dairy products in items numbered 1 through 5 
5 above including negative values where applicable; and (7) such other matters 
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as the Board deems appropriate to carry out the objectives of this Act. The 
estimates of the Board may be varied before the close of the marketing year 
for which they are applicable in the same manner in which announcements of 
stabilization price levels may be varied. 

Sec. 60. The Board shall annually allocate to producers holding bases estab- 
lished by the Board the available markets for the applicable marketing year. 
Such allocations may be expressed in terms of percentage of base and such classifi- 
eations as the Board may specify may be used, including fluid, manufacture, 
market demand, and surplus. 

Sec. 61. The Board shall provide for the issuance of marketing certificates 
covering the marketing allocation of each producer. 

Sec. 62. The Board may establish one or more marketing assessment rates for 
milk or butterfat marketed in any marketing year when a marketing allotment 
program is in effect. Such rates may be varied as between milk or butterfat 
marketed under marketing certificates and that marketed without such certificates 
and also between different classes of milk and butterfat marketed under market- 
ing certificates. 

Sec. 63. Marketing allotment programs set up by the Board may be suspended 
or terminated by the Board in its discretion whenever the marketing assessment 
in any marketing year would not exceed 8 percent of the stabilization price level 
for such year. If for any subsequent marketing year such assessment would 
exceed that amount, then a marketing allotment program shall be reinstituted. 


MISCELLANEOUS 


Sec. 64. The latest available statistics of the Federal Government shall be used 
in making the finding and determinations required to be made under this Act. 
Such statistics and other information of the Federal Government, and of its 
departments and agencies, as may be necessary or appropriate to enable the 
Board to carry out effectively the purposes of this Act, shall be made available 
to the Board. 

Sec. 65. Office space for the central office of the Board shall be provided by the 
Department of Agriculture, if the Board requests the use of such space. 

Sec. 66. The provisions of the Federal Property and Administrative Services 
Act of 1949 (Public Law 152, Eighty-first Congress) ; section 3709 of the Revised 
Statutes (41 U. S. C. 5), as amended; the Walsh-Healey Public Contracts Act 
(41 U. S. C. 35-45) ; section 3741 of the Revised Statutes (41 U. S. C. 22); and 
sections 431 and 432 of title 18 of the United States Code (18 U. S. C. 431, 432) 
shall not be applicable to contracts, purchases, sales, or payments made under 
this Act. 

Sec. 67. If any provision of this Act or the application thereof to any person, 
circumstance, commodity, or product is held invalid, the validity of the remainder 
of this Act and the application thereof to other persons, circumstances, com- 
modities, or products, shall not be affected thereby. 

Sec. 68. All milk and dairy products held by or for the Federal Dairy Stabili- 
zation Board and all other assets of the Board, including borrowed money, 
shall be deemed property of the United States and shall be exempt from Federal, 
State, and local property taxes, except that real estate owned by the Board 
shall be subject to nondiscriminatory State and local real estate taxes. The 
income, obligations, contracts, and transactions of the Board, including pur- 
chases and sales made by or for the Board, shall be exempt from all Federal, 
State, and local taxes, licenses, and fees. All activties, contracts, transactions, 
and operations of the Board, its members, executive committee, officers, em- 
ployees, and agents which are authorized by this Act shall be exempt from 
Federal and State antitrust laws. 

Sec. 69. No member of the Board or of the Advisory Committee, nor any 
other person employed or acting in any official capacity in the administra- 
tion of this Act, shall speculate, directly or indirectly, in milk, butterfat, or 
dairy products, or in contracts relating thereto, nor shall any such person 
accept or receive any benefit or gain from any such speculation by others or 
own or have any beneficial interest in any stock or other membership interest 
in any organization engaged in any such speculation. Normal business opera- 
tions connected with the production, manufacturing, storing, and effective 
merchandising of milk and dairy products, whether hedged or not, shall not be 
considered speculative within the meaning of this section. No member of the 
Board or of the Advisory Committee, nor any other person directly or indirectly 
connected with the Board or its activities or who shall have access to the files 
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or information of the Board, shall divulge any information concerning the 
Board or its activities, which the Board shall have classified as confidential, 
Any person violating the provisions of this section shall upon conviction thereof 
be fined not more than $10,000 or imprisoned not more than one year, or both. 

Sec. 70. The general penal statutes relating to crimes and offenses against 
the United States, its property, contracts, employees, and operations shall 
apply with respect to the Board, its property, contracts, employees, and opera- 
tions to the extent that such application is not inconsistent with the provi- 
sions of this Act. 

Sec. 71. The price support operations of the Secretary under title II of the 
Agricultural Act of 1949 with respect to milk, butterfat, and dairy products shall 
be suspended during the entire period that stabilization operations are car- 
ried on by the Board under the authority of this Act. 


REFERENDUM OF MILK PRODUCERS 


Sec. 72. On the second Monday in September 1958, a referendum shall be 
conducted by the Secretary to determine whether dairy farmers favor a dairy 
stabilization program operated by the Federal Dairy Stabilization Board as 
herein provided or a price support program operated by the Secretary under 
title II of the Agricultural Act of 1949. The Secretary shall prescribe rules 
governing such referendum and shall determine all questions relating thereto. 
He shall promptly determine and announce the results of the referendum. Pro- 
ducers eligible to vote for nominees for appointment to the Federal Dairy 
Stabilization Board shall be eligible to vote in such referendum. In any elec- 
tion or referendum conducted under the authority of this Act, the Secretary 
shall consider the vote of any cooperative association of milk producers bona fide 
engaged in marketing milk, butterfat, or dairy products for producers as the 
vote of the producers who are members of, stockholders in, or under contract 
with, such cooperative association. 

Sec. 73. If a majority of those voting in the referendum provided for in the 
above section favor a price support program operated by the Federal Dairy 
Stabilization Board as herein provided, then the stabilization operations of 
the Board and the collection of the marketing assessments shall begin April 1, 
1959. The price support operations of the Secretary under title II of the 
Agricultural Act of 1949 shall thereupon be suspended as provided in section 62 
of this Act. 

Sec. 74. If a majority of those voting in the referendum above provided favor 
a price support program operated by the Secretary under title II of the Agri- 
cultural Act of 1949, then the Secretary shall continue to make available to 
producers price support for milk, butterfat, and the products of milk and butter- 
fat under title II of said Act, and the provisions of the Federal Dairy Stabili- 
zation Act of 1958 shall cease to be effective. 

Sec. 75. The decision of the Secretary in all matters relating to the referendum 
above provided shall be final. 

Sec. 76. In order to provide a definite program for the purpose of such refer- 
endum, the Board is directed, in the event the dairy stablization program herein 
provided is approved and notwithstanding any other provisions of this Act, 
to support prices to producers for milk and butterfat for the marketing year 
beginning April 1, 1959, at 90 per centum of the parity price therefore, using 
the manufacturing milk parity equivalent formula originally used under the 
Agricultural Act of 1949, and the marketing assessment for such marketing 
year shall be 20 cents per hundredweight of milk or milk equivalent. There- 
after the stabilization levels and the amount of the marketing assessments shall 
be determined annually as herein provided. 





[H. R. 100438, 85th Cong., 2d sess.] 


A BILL To provide an adequate, balanced, and orderly flow of milk and dairy products in 
interstate and foreign commerce, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Dairy 
Stabilization Act of 1958”. 

LEGISLATIVE FINDINGS 


Sec. 2. Milk and dairy products are an important source of the Nation’s total 
supply of food for domestic consumption and for export. They are marketed 
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on nationwide markets, and substantial quantities thereof, in both raw and 
processed form, move in interstate and foreign commerce. Recurring seasonal 
and periodic surpluses and shortages, impaired purchasing power and financial 
instability of milk producers, unnecessarily high prices to consumers for essen- 
tial foods, disorderly marketing practices, economic strife, and congestion in 
storage, transportation, processing, and other handling facilities adversely affect 
farm credit, disorganize and disrupt the agricultural and general economy of the 
United States, impinge on the public welfare, impair the national security, and 
purden interstate and foreign commerce. The production and marketing of milk 
and dairy products is affected with a public interest, directly affects the welfare 
and security of the Nation, anu is attended with substantial and far reaching 
consequences to interstate and foreign commerce. All marketing of milk and 
dairy products is either in the current of interstate or foreign commerce or 
directly affects such commerce. That part which enters directly into the cur- 
rent of interstate or foreign commerce cannot be effectively regulated without 
regulating also that part which is marketed within the State of production. 
The intrastate production and marketing of milk and dairy products is in compe- 
tition with the production and marketing of milk and dairy products for inter- 
state and foreign commerce. 


DECLARATION OF POLICY 


Sec. 3. It is hereby declared to be the policy of the Congress (a) to provide an 
adequate, balanced, and orderly flow of milk and dairy products in interstate 
and foreign commerce; (b) to promote the effective merchandising of milk and 
dairy products in interstate and foreign commerce; (c) to develop an improved, 
orderly, and stabilized market for milk and dairy products which are marketed 
in interstate or foreign commerce, or so as to affect such commerce; (d) to 
protect the security and welfare of the Nation by maintaining adequate domestic 
production and supplies of milk and dairy products and by keeping the national 
agricultural resources permanently productive and reasonably adjusted to cur- 
rent demand; (e) to stabilize the prices of milk and dairy products at levels 
which will assure adequate supplies of milk and dairy products and provide a 
fair return to the producers of milk and butterfat commensurate with the cost 
of production, taking into consideration the investment and risk involved, and 
the labor of the producer and his family; (f) to protect the interest of con- 
sumers by maintaining a stabilized, continuous, and adequate supply of milk 
and dairy products at fair prices; and (g) to provide a self-financing system of 
price stabilization and production adjustment for milk and dairy products. 


GENERAL DEFINITIONS 


Sec. 4. For the purposes of this Act 

(a) The terms “interstate commerce” and “foreign commerce” include the 
movement of milk and dairy products in commerce between any State or the 
District of Columbia and any place outside thereof, or within the District of 
Columbia, or between any Territory or possession which is included within the 
operation of this Act by the action of the Board and any place outside thereof, 
or Within any such ‘Territory or possession. 

(b) The term “affect interstate or foreign commerce’ means, among other 
things, to burden, obstruct, impede, or otherwise affect interstate or foreign 
commerce, the free and orderly flow thereof, or the production, storing, proc- 
essing, marketing, or transportation of milk and dairy products for or in such 
commerce or after transportation therein. 

(c) “United States’ means the several States, the District of Columbia, and 
any Territory or possession of the United States which the Board determines 
should be included in the operation of this Act. The term “States” includes any 
State, the District of Columbia, and any Territory or possession which the 
Board includes within the term “United States.” The provisions of this Act 
shall apply to the United States as herein defined, except that the powers and 
authority of the Board may be exercised in other areas and in foreign countries 
in connection with the sale or other disposal of milk, butterfat, and dairy 
products. 

(d) “Secretary” means the Secretary of Agriculture, “Department” means 
the United States Department of Agriculture, “Board” means the Federal Dairy 
Stabilization Board, and “Advisory Committee” means the Federal Dairy Ad- 
visory Committee. 
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(e) “Person” means an individual, partnership, corporation, association, trust, 
estate, or any other business entity. 

(f) The terms “milk”, “butterfat”, and “dairy products” mean milk and 
butterfat and the products of milk and butterfat, respectively, including any 
classification, type, or grade thereof; together with such combinations and by- 
products thereof, and such products manufactured wholly or in part thereof, 
as may be designated by the Board. 

(g) “Marketing year’ means the twelve-month period beginning April 1 of 
each year. 

(h) “Estimated supply” for any marketing year shall be (1) the estimated 
carryover at the beginning of such marketing year; plus (2) estimated pro- 
duction for market in the United States during such marketing year, less the 
estimated surplus to be acquired by or charged to the Commodity Credit Cor- 
portation during such marketing year as a result of diverted acres; plus (3) 
estimated imports into the United States during such marketing year, less the 
estimated surplus to be acquired by or charged to the Commodity Credit Cor- 
portation during such marketing year as a result of imports. Estimates for 
marketing years may be based on statistics or estimates for calendar years, or, 
in the discretion of the Board, calendar year estimates may be used in place of 
marketing year estimates. 

(i) “Carryover” shall not include the estimated surplus milk or dairy products 
owned or controlled by or charged to the Commodity Credit Corporation, or to 
be acquired by or charged to it under this Act before the beginning of the 
marketing year for which “carryover” is to be estimated. 

(j) “Estimated demand” for any marketing year shall be (1) the estimated 
consumption in the United States during such marketing year; plus (2) estimated 
exports during such marketing year; plus (3) an allowance for carryover. In 
determining estimated demand, estimated disposals of surplus milk or dairy 
products by Commodity Credit Corporation, or by the Board outside of the 
ordinary channels of domestic or foreign trade, shall be excluded. 

(k) The “allowance for carryover” shall be determined by the Board. In 
making this determination, consideration shall be given to the need for main- 
taining an adequate, dependable, and continuous supply of milk and dairy prod- 
ucts. The Board shall take into consideration any abnormal conditions present 
or likely to prevail, contingencies related to national security and world supplies, 
and trends in the production, marketing, and utilization of milk and dairy 
products. 

(1) “Milk producer” means any person engaged in the production of milk or 
butterfat for market. A milk producer to be eligible to serve as a member of the 
Board, or to vote for nominees for appointment to the Board must be engaged 
in the production and marketing of milk or butterfat in commercial quantities. 

(m) “Commodity Credit Corporation” shall include the Commodity Credit 
Corporation as now or hereafter constituted and any successor or other Federal 
agency authorized to perform similar services. 


FEDERAL DAIRY STABILIZATION BOARD 


Sec. 5. There is created in the Department as an independent agency and 
instrumentality of the United States a Federal Dairy Stabilization Board con- 
sisting of fifteen members to be appointed by the President after receiving nomi- 
nations from milk producers as hereinafter provided. Only persons who are 
milk producers, or who are officers of dairy cooperative associations which meet 
the requirements of the Capper-Volstead Act (7 U. S. C. 291-292), or who are 
officers of federations or marketing agencies in common owned and controlled 
by such cooperatives, shall be eligible to serve on the Board. Not less than 
eleven of the fifteen members of the Board shall be milk producers. The tem- 
porary impairment of this ratio by the death, resignation, disqualification, or 
removal of producer members, or for other causes, shall not affect the authority 
of the Board to act. 

Sec. 6. In order to secure appropriate regional representation on the Board, 
the United States shall be divided into fifteen Federal dairy districts to be 
designated by the Secretary. In designating such districts, the Secretary shall 
give consideration to (1) complete geographical representation of the United 
States and (2) the importance of dairying in each district. 

Sec. 7. Each Federal dairy district shall be assigned one place on the Board. 
The milk producers in each district shall by ballot select three nominees for the 
place on the Board assigned to their district. Each milk producer shall be 
entitled to submit one name for nominee for the place on the Board to be filled 
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from his district. The three candidates receiving the highest number of votes 
for nominee for each respective place on the Board shall be nominees for ap- 
pointment to such place. The Secretary shall conduct all elections for the 
selection of Such nominees, prescribe such rules and regulations as he may 
consider necessary in the administration of the duties assigned to him under 
this Act, determine all questions involving the qualifications of such nominees, 
members of the Board, or milk producers, resolve all tie votes for such nominees, 
and certify such nominees to the President. The decision of the Secretary in 
all such matters shall be final. The three nominees so selected for each place 
on the Board shall be received and considered by the President in making 
appointments to the respective places on the Board for which such nominees 
were selected. In making appointments to the Board, the President shall give 
due consideration to securing an equitable representation of the various forms 
in which milk and its products are sold. 

Sec. 8. The first appointments to the Board shall be equally divided between 
two-, four-, and six-year terms, respectively, as designated by the President; 
and thereafter each member shall be appointed for a term of six years. Terms 
of Board members shall be based on calendar years and shall expire on the 31st 
day of December of the last calendar year of the appointment. Each member 
shall hold office for the term of his appointment and until his successor shall 
have been appointed and shall have taken office. Board members may be re- 
moved for cause or ineligibility by the President. Vacancies on the Board may 
be filled for the unexpired terms by appointment by the President, taking into 
consideration the nominees from which the original appointment was made, or, 
in the discretion of the President, in the manner herein prescribed for the ap- 
pointment of members for a regular term. Vacancies on the Board shall not 
impair the power of the remaining members to exercise all the powers of the 

soard, except that in no event shall the Board be empowered to act unless eight 

or more places on the Board are filled. Each member of the Board, other than 
the Secretary or the Secretary’s representative, shall receive a per diem of $50 
for each day’s attendance at meetings of the Board and while traveling to and 
from said meeting, but not to exceed a total of $2,500 in any one year, 
together with actual, necessary travel, subsistence, and other expenses incurred 
in the discharge of his official duties without regard to other laws with respect 
to allowances which may be made on account of travel and subsistence expenses 
of officers and employed personnel of the United States. The Secretary, or an 
official of the Department designated by him, shall be an ex officio member of the 
joard. He shall meet and confer with the Board but shall not be entitled to 
vote. 

Sec. 9. The Board shall meet annually on the second Monday in January 
and at other times upon call of the Chairman. In addition, special meetings of 
the Board may be called at any time by a majority of the members of the Board 
in office, or by the Secretary. The Board shall meet at least once in each ¢al- 
endar quarter of each year. 

Sec. 10. The Chairman of the Board shall be selected by the Board. He shall 
hold office for a term of two calendar years and until his successor shall have 
been selected and shall have taken office. Vacancies in the office of the Chair- 
man of the Board shall be filled for the unexpired term by the Board. 

Sec. 11. A majority of the members of the Board in office shall constitute a 
quorum, and action may be taken by a majority vote of those present at any 
regular or special meeting at which a quorum is present. The findings and de- 
terminations of the Board made under the authority of this Act shall be final 
and conclusive. The Board may adopt, alter, and use an official seal which 
shall be judicially noticed. It may adopt rules and regulations governing the 
manner in which its business may be conducted and its powers may be ex- 
ercised. 

Sec. 12. The Board may sue and be sued in the same manner, in the same 
courts, and to the same extent that the Commodity Credit Corporation may 
sue and be sued; and the laws, rules, and decisions applicable to suits by or 
against that Corporation shall be applicable to suits by or against the Board. 
The Board shall be entitled to the use of the United States mails in the same 
manner and upon the same conditions as the Commodity Credit Corporation. 

Seo. 13. The Board may select an executive committee of five from among 
its members and delegate to it any power or authority of the Board, except the 
power to set price stabilization levels, the amount of the marketing assessment 
herein provided for, or the total quantity of milk and butterfat which may be 
marketed under marketing certificates. Not less than three of the five members 
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of the executive committee shall be milk producers. The temporary impair- 
ment of this ratio by the death, resignation, disqualification, or removal of 
producer members, or for other causes, shall not affect the authority of the 
committee to act. Members of the executive committee shall be paid their 
actual, necessary travel, subsistence, and other expenses incurred in the dis- 
charge of their official duties, without regard to other laws with respect to 
allowances which may be made on account of travel and subsistence expenses 
of officers and employed personnel of the United States and, in addition to their 
compensation as members of the Board, may be paid a per diem in such amounts 
and for such days as the Board may prescribe. Vacancies on the executive 
committee may be filled by the Board. Vacancies on the committee shall not 
impair the power of the remaining members to exercise all the powers of the 
committee provided a quorum remains. Three members of the committee shall 
constitute a quorum. The Chairman of the Board shall be a member of the 
executive committee and its chairman. Meetings of the executive committee 
may be called by the chairman, a majority of the members of the committee in 
office, or by the Secretary. The Secretary, or an official of the Department 
designated by him, shall be an ex officio member of the executive committee. 
He shall meet and confer with the executive committee but shall not be entitled 
to vote or to receive expenses or per diem. 

Sec. 14. The Board may enter into and carry out such contracts or agreements 
as are necessary or desirable in the conduct of its business. State and local 
laws or rules shall not be applicable with respect to contracts or agreements 
of the Board, or the parties thereto, to the extent that such contracts or agree- 
ments provide that such laws or rules shall not be applicable. 

Sec. 15. The Board may, either directly or through such corporations, sta- 
bilization corporations, brokers, agents, or persons as it may designate, acquire, 
hold, store, warehouse, manufacture, process, service, package, advertise, sell 
and transport, or otherwise acquire, handle or dispose of, milk and dairy prod- 
ucts in raw or processed form, or in the form of warehouse receipts, or con 
tracts to buy or sell, and may contract for plants, facilities, and services needed 
to accomplish such purposes. 

Sec. 16. The Board shall have the power to acquire, hold, improve, repair, 
modify, encumber, lease, use, and dispose of real or personal property, or any 
right or interest therein, which may be necessary or appropriate to the conduct 
of its business. 

Sec. 17. The Board may borrow money and pledge as security any ass ts 
which it may have, including dairy products. It shall be entitled to borrow 
from the Commodity Credit Corporation, and the Commodity Credit Corporation 
is authorized and directed to loan to it, without security, such amounts as the 
Board may deem necessary to carry out effectively the purposes of this Act: 
Provided, however, That the total amount of all money borrowed from the 
Commodity Credit Corporation and outstanding at any one time shall not ex 
ceed in the aggregate the sum of $350,000,000. The Board may borrow money 
from any other source of credit available to it upon the security of the dairy 
products acquired by it or on the security of other assets or by unsecured loans 
and may issue notes, bonds, and other obligations. Other than the authority to 
borrow from the Commodity Credit Corporation, the Board shall have no au- 
thority to obligate the United States, and none of its notes, bonds, or other 
obligations shall be guaranteed by or collectible from the United States. Judg 
ments and other claims against the Board shall be enforced only against the 
assets of the Board in the same manner as if it were a corporation, and no 
liability for the debts or actions of the Board shall exist against either the 
United States or any member, officer, employee, or agent of the Board in his 
individual capacity. 

Sec. 18. The Board shall determine the character of and the necessity for 
its obligations and expenditures and the manner in which they shall be incurred, 
allowed, and paid. It may make final and conclusive settlement and adjustment 
of any claims by or against the Board or of the accounts of its officers, em- 
ployees, agents, and contractors. 

Sec. 19. The Board may make such loans and advances of its funds as are 
necessary in the conduct of its business. 

Sec. 20. The Board shall have such other powers as may be necessary or 
appropriate for the exercise of the powers vested in it and the effective perform- 
ance of the duties imposed on it by this Act. 

Sec. 21. The Board shall pay interest to the Commodity Credit Corporation on 
all money owed to that Corporation at such rates as may be determined by the 
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Secretary of the Treasury to represent the cost of money to the Government, 
taking into consideration the terms for which such amounts are loaned to the 
Board. 

Sec. 22. The Board is authorized to use in its business all funds or other assets 
in its possession, including net earnings and borrowed money. 

Sec. 23. The Board may appoint such committees and officers and employ such 
personnel as it may deem necessary for the conduct of its business, fix the 
amount of and pay their compensation, define their authority and duties, and 
delegate to them, or to such corporations, stabilization corporations, brokers, 
agents, or persons with whom it may contract, such of the powers vested in the 
Board as it may determine, except the power to determine price stabilization 
levels, the amount of the marketing assessment herein provided for or the total 
quantity of milk and butterfat which may be marketed under marketing certifi- 
eates. All such committees’ officers, and employees, including the executive 
committee, shall be subject to the general supervision and control of the Board. 
The Board may require and pay for bonds for employees, officers, agents, or 
contractors. None of the officers, members, or employees of the Board shall be 
subject to the Federal laws and regulations relating to the employment, com- 
pensation, classification, discharge, or leave, travel, and subsistence allowances, 
of Government employees, except such regulations relating thereto as may be 
prescribed by the Board. Subsequent amendments of such laws or regulations 
shall not affect this exemption, unless such amendments shall specifically so 
provide. 

Sec. 24. The Board may, with the consent of the agency concerned, accept and 
utilize, on a compensated or uncompensated basis, the officers, employees, serv- 
ices, facilities, and information of any agency of the United States or of any 
State or of any political subdivision of any of the foregoing. 

Sec. 25. The Board may, in the conduct of its business, utilize on a contract or 
fee basis any corporation, stabilization corporation, association, agency, person, 
commodity exchange, broker, or trade facility. 

Sec. 26. The Board shall at all times maintain complete and accurate minutes 
and books of account. It shall file annually with the Secretary a complete 
report of the business of the Board, a copy of which shall be submitted to Con- 
gress. The financial transactions of the Board shall be audited annually by a 
certified public accountant, or firm thereof, in accordance with generally accepted 
principles and procedures applicable to commercial corporate transactions. 
Copies of the audit report shall be submitted to the Secretary and to Congress. 


FEDERAL DAIRY ADVISORY COM MITTEE 


Sec. 27. The Secretary is authorized and directed to appoint a Federal Dairy 
Advisory Committee of twelve members which shall confer with and advise the 
Board concerning the dairy stabilization programs herein authorized. 

Sec. 28. In making appointments to the Advisory Committee the Secretary 
shall give equitable recognition to representation of (1) manufacturers, han- 
dlers, and distributors of milk and dairy products; (2) consumers; (3) other 
agricultural commodities or programs that may be affected by the operation of 
the dairy stabilization program; and (4) other interests which the Secretary 
determines are directly concerned with the operation of this Act. 

Sec. 29. Membership on the Advisory Committee shall be for a term of three 
calendar years, expiring on December 31 of the last year of the term. Each 
member shall hold office for the term of his appointment and until his successor 
shall have been appointed and shall have taken office. Members of the Advisory 
Committee may be removed by the Secretary with or without cause. Vacancies 
may be filled by the Secretary for unexpired terms. Vacancies on the Advisory 
Committee shall not affect the authority of the remaining members to meet and 
perform the functions of the Committee. Original appointments shall be equally 
divided between one-, two-, and three-year terms, as designated by the Secretary. 
The Secretary, or an official of the Department designated by him, shall be an 
ex officio member of the Advisory Committee. He shall meet and confer with 
the Committee but shall not be entitled to vote. 

Sec. 30. The Advisory Committee shall meet annually on the second Monday 
in January and at other times upon call of the Chairman of the Board. 

Sec. 31. The Chairman of the Advisory Committee shall be selected annually 
by the Committee. 

Sec. 32. A majority of the members of the Committee in office shall constitute 
a quorum, and resolutions and recommendations may be adopted by a majority 
vote of those present at any meeting at which a quorum is present. 
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Sec. 33. Members of the Advisory Committee, other than the Secretary or the 
Secretary’s representative, shall be compensated and reimbursed for travel, sub- 
sistence, and other expenses from the funds of the Board for attendance at 
meetings of the Advisory Committee at the same rates and in the same manner 
that members of the Board are compensated and reimbursed for attendance 
at meetings of the Board. 

PRICE STABILIZATION 


Sec. 34. The Board is authorized and directed to stabilize prices of milk and 
butterfat to producers. Except as otherwise provided in this Act, the amounts, 
terms, types, and conditions of the stabilization operations of the Board, and 
the extent to which such operations are carried out, shall be determined by the 
Board. 

Sec. 35. Stabilized prices to producers for milk and butterfat shall be provided 
by the Board at levels to be established and announced annually by the Board. 
In determining stabilization price levels, the amount of the marketing assess- 
ment, and the prices at which various dairy products will be bought or sold, 
in any marketing year, the Board shall take into consideration (1) the de- 
clared policy of this Act, (2) the nutritional value of milk and dairy products 
and the importance of such essential foods to the health and general welfare 
of the Nation and to the national defense, (3) the estimated supply of milk 
and dairy products for such marketing year, (4) the estimated demand for 
milk and dairy products for such marketing year, (5) the price support level 
for feed crops which affect the cost of milk production, (6) the estimated costs 
of producing, processing, and marketing milk and dairy products, (7) the re- 
lationship which the price of milk and dairy products bear to prices for other 
foods and to hourly returns for labor, (8) the hourly returns for the labor of 
dairy farmers and their families, (9) estimated returns to farmers from alterna- 
tive crops and commodities, (10) the general economic condition of dairy farm- 
ers and the effect of such condition upon the economy of rural communities 
and of the Nation as a whole, (11) the need for maintaining a reasonable rela- 
tionship between the prices that farmers receive and the cost of the things 
that farmers buy, and (12) other economic conditions which affect the market 
for milk and dairy products. In making such determinations, the Board may 
hold such public hearings, with notice, and utilize such studies as it considers 
necessary to effectuate the purposes of this Act. The stabilization levels shall 
be established as of the beginning of the marketing year and shall be on an 
annual basis. They shall be announced as far in advance of the marketing year 
as is practicable. The stabilization levels so announced by the Board shall 
not thereafter be varied before the close of the marketing year for which they 
are applicable, except that in emergency cases, after a public hearing, with 
notice, the Board may redetermine the stabilization levels if it finds that con- 
ditions have materially changed since the announcement was made. A reason- 
able time, taking into consideration the character of the emergency, shall be 
allowed by the Board before any redetermined stabilization levels are made 
effective. The Board’s finding and the record of the hearing shall be available 
to the public. 

Sec. 36. Appropriate adjustments and variations may be made by the Board 
in the stabilization prices for different products and for differences in grade, 
type, quality, location, season, and other factors. To determine the stabilized 
price level for any marketing year, the stabilized prices to producers for all 
commodities prescribed under this Act for such marketing year shall be reduced 
to a common factor, such as milk equivalent, and averaged. 

Sec. 37. In order to stabilize prices for milk and dairy products, the Board 
is authorized and directed to establish and maintain a surplus holding pool. 
The Board shall remove from the ordinary and usual channels of domestic 
consumption milk and dairy products which are not absorbed in such channels 
at the prevailing stabilization price levels. In order to accomplish this objective, 
the Board shall stand ready and willing at all times to purchase domestically 
produced butter, cheddar cheese, and nonfat dry milk solids, together with 
such milk and butterfat and such other dairy products or byproducts as the 
soard may by order designate. Such purchases shall be at price levels which 
the Board determines will return to producers on a general average basis the 
prevailing stabilization levels for milk and butterfat. Appropriate adjustments 
and differentials may be made between terminal markets, and between such 
terminal markets and country locations. The Board shall give due considera- 
tion to historical and established differentials in determining such adiustments 
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and differentials. Purchases may be made either in terminal markets or at 
country locations, or both, with appropriate adjustments and differentials as 
above provided. The Board may prescribe the terms and conditions under which 
it will make such purchases. The specific purchases to be made and the types 
and grades to be purchased shall be in the discretion of the Board. The Board 
may take physical possession of any milk or any dairy products acquired by 
it or operate through the use of contracts or warehouse receipts in its discretion. 
It may operate on the commodity exchanges to whatever extent it dems ap- 
propriate. It may make its purchases and sales and perform its other functions 
through its own staff or through such committees, corporations, stabilization 
corporations, agents, brokers, or persons as it may designate. 

Sec. 38. The Board may sell any milk or any dairy product owned or controlled 
by it at any price not prohibited by this section. In determining sales policies 
for any milk or any dairy product intended for use in the ordinary and usual 
channels of domestic consumption, the Board shall give consideration to the 
establishing of such policies with respect to prices, terms, and conditions as it 
determines will not discourage or deter manufacturers, processors, and dealers 
from acquiring and carrying normal inventories of such commodities. The Board 
shall not sell any milk or any dairy product for use in the ordinary and usual 
channels of domestic consumption at less than the current stabilization price 
therefor. The foregoing restriction shall not apply to (a) sales to prevent deteri- 
oration or spoilage or to rotate stocks, (b) sales for the purpose of establishing 
claims against any person for wrongful act or violation of contract, (c) sales 
for exports, (d) sales for use in connection with special promotional programs to 
increase consumption, (e) sales for new, secondary, or byproduct uses, (f) 
sales for feed, and (g) such other sales as the Board finds and determines will 
not interfere with the purposes of this Act. The Board may in its discretion 
give away, barter for domestic or foreign assets, or sell at reduced prices or for 
foreign currency, any milk or any dairy product in its possesion or under its 
control where the use to be made of it is not in the ordinary and usual channels 
of domestic consumption, including sales or gifts to the armed services, for 
school lunches, for school milk programs, to charitable institutions, to govern- 
mental agencies or institutions, to educational or research institutions, for 
domestic relief, for foreign relief, for export, and to such other agencies or for 
such other purposes as the Board determines will not interfere with the purposes 
of this Act. 

Sec. 39. The Federal Government and the various agencies and instrumentalities 
thereof, in connection with programs sponsored by the Government or supported 
in whole or in part by Government funds which eall for the distribution of food, 
shall give due consideration to obtaining milk and dairy products from the Board. 
Agencies of the United States Government in connection with relief or other 
distributions or the procuring of materials, equipment, supplies, or services in 
foreign nations, are directed to cooperate with the Board in the disposal of milk 
and dairy products by barter or exchange for foreign assets or currencies and 
in the utilization of foreign currencies. 

Sec. 40. The Board is authorized to promote and develop new and expanded 
outlets for milk and dairy products. 

Sec. 41. The operations of the Board in connection with acquiring, transporting, 
holding, storing, manufacturing, processing, handling. selling, and disposing of 
milk and dairy products may be conducted through regular commercial channels, 
and due consideration shall be given by the Board to dislocating or disrupting 
as little as possible, consistent with the purposes of this Act, the usual and 
customary channels of trade. Nothing herein contained shall prevent the Board 
from conducting such operations itself or through a corporation, stabilization 
corporation, broker, agency, or person. 

Sec, 42, After the effective date of this Act, surplus milk or dairy products shall 
not be sold or otherwise disposed of in the ordinary and usual channels of 
domestic trade by the Commodity Credit Corporation or by any other Federal 
agency without the express consent of the Board. The purpose of this provision 
is to segregate the surplus milk and dairy products held by the Commodity Credit 
Corporation on the effective date of this Act or subsequently acquired by it under 
this Act. 

Sec. 43. In any marketing year in which surplus milk or dairy products are 
required by the Board and in which milk or dairy products are imported into 
the United States from any foreign country, the Board shall be entitled to turn 
over to the Commodity Credit Corporation for disposal as surplus in accordance 
with the provisions of this Act an amount of such surplus dairy products which 
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shall not exceed the equivalent of the total amount of such imports, as determined 
by the Board, or, with the consent of the Commodity Credit Corporation, the Board 
may dispose of such surplus dairy products for the account of the Commodity 
Credit Corporation. All loss sustained by the Board in removing from the do- 
mestic market surplus milk and dairy products in an amount equivalent to such 
imports shall be repaid to the Board by Commodity Credit Corporation. The 
Board may exclude from the operation of this section any imported dairy prod- 
ucts which it determines are not competitive with domestically produced milk, 
butterfat, or dairy products. 

Sec. 44. In any marketing year in which surplus milk or dairy products are 
acquired by the Board and in which the total domestic production of milk or 
butterfat is increased due to diversion from the production of any other crop or 
commodity, including livestock, the production of which is controlled or regulated 
under any Federal agricultural program, the Board shall be entitled to turn over 
to the Commodity Credit Corporation for disposal as surplus in accordance with 
the provisions of this Act an amount of such surplus dairy products which shall 
not exceed the equivalent of the total amount of such increased milk and butterfat 
production, as determined by the Secretary, or, with the consent of the Com- 
modity Credit Corporation, the Board may dispose of such surplus for the account 
of the Commodity Credit Corporation. All loss sustained by the Board in 
removing from the market surplus milk and dairy products in an amount 
equivalent to the volume of such increased production due to diversion shall be 
repaid to the Board by Commodity Credit Corporation. Such losses shall be 
charged by Commodity Credit Corporation to the price support programs of the 
crops from which such diversion occurred. 


REVIEW BY THE SECRETARY 


Sec. 45. The operations of the Board shall be subject to the supervision and 
control of the Secretary to the following extent and in the following manner. 
Whenever the Secretary shall certify to the Board that there is reason to 
believe the operations of the Board have resulted or will result in prices to 
producers for milk or butterfat or both which are unreasonably high when 
considered in connection with the purpose of this Act, he shall, unless prompt 
action is taken by the Board to remedy the situation, cause a hearing to be held 
within the Department for the purpose of determining such fact. Reasonable 
notice of such hearing shall be given, and all interested parties shall be given 
an opportunity to appear and present evidence, statements, and arguments 
relevant and material to the issues involved, all of which shall be made a part 
of the record of the hearing. The Secretary may prescribe rules and regula- 
tions governing such hearings. 

Sec. 46. If, on the basis of the record of such hearing, the Secretary deter- 
mines that the operations of the Board have resulted or will result in prices 
to producers that are unreasonably high, when considered in connection with 
the purposes of this Act, he shall by order prescribe the stabilization price 
levels which he determines would not be subject to such objection. 

Sec. 47. If the Board shall fail or refuse within a reasonable time to take 
effective action to bring the stabilization price levels in line with the levels 
ordered, the Secretary may petition the United States Court of Appeals for 
the District of Columbia Circuit for a decree directing the members of the 
Board to take action or to cease and desist from the taking of certain actions 
as the case may be. The court shall have jurisdiction to enter a decree affirm- 
ing, modifying, or setting aside the order of the Secretary, or to enter such 
other decree as the court may deem equitable. The orders of the court may be 
enforced by contempt proceedings. Any order issued by the Secretary as 
above provided may be appealed by the Board to the said court and shall there- 
upon be subject to review by the court. 


MARKETING ASSESS MENT 


Sec. 48. The cost of operating the stabilization program and of regulating 
the marketing of milk and dairy products in interstate and foreign commerce, 
or so as to affect such commerce, as herein provided, shall be paid by the milk 
producers and importers marketing milk, butterfat, or dairy products in such 
commerce, or so as to affect such commerce, in proportion to the milk, butter- 
fat, and dairy products so marketed by them. Thus the cost of developing and 
maintaining an orderly, stabilized, and improved market will be charged directly 
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to those using the improved market and sharing in its benefits and to them 
only; and the amount paid by each will be directly related to the use made of 
the improved market. Marketing assessments in amounts sufficient to cover 
the costs of the program, as determined by the Board in accordance with the 
estimated requirements of the program for each marketing year, are hereby 
assessed against and shall be collected from each producer and importer who 
sells milk, butterfat, or dairy products in interstate or foreign commerce or 
so as to affect such commerce. The marketing assessments shall be established 
on an annual, marketing year basis. They shall be announced by the Board 
as far in advance of the beginning of the marketing year as is practicable. The 
assessments so announced shall not thereafter be varied before the close of 
the marketing year for which they are applicable, except that in emergency 
eases, the Board may redetermine such marketing assessments in the same 
manner that stabilization price levels may be redetermined in emergency cases. 
Every person purchasing milk, butterfat, or dairy products from a producer 
(except purchases by consumers for other than commercial uses), shall with- 
hold from the purchase price an amount equal to the marketing assessment 
and shall remit the same to the Commissioner of Internal Revenue. For the 
purposes of this section, milk, butterfat, or dairy products delivered by a 
producer to a cooperative association of producers shall be subject to the 
marketing assessment upon such delivery. Returns shall be filed and remit- 
tances made monthly by such purchasers in accordance with rules prescribed by 
the Commissioner. 

Sec. 49. Producers holding licenses or permits issued by Federal, State, or 
local agencies authorizing them to sell milk, butterfat, or dairy products directly 
to consumers shall file returns and pay the marketing assessment on all sales 
made by them to consumers for other than commercial uses. 

Sec. 50. The Commissioner of Internal Revenue shall collect the marketing 
assessments provided for herein and shall prescribe such rules and regulations 
as may be necessary to accomplish that purpose. 

Sec. 51. The collection of the marketing assessments shall be enforced in the 
same manner that the collection of the taxes on employees under the Federal 
Insurance Contributions Act is enforced, and the remedies, penalties, and 
punishments provided by law or regulations for enforcement of such employee 
taxes shall, insofar as applicable and not inconsistent with the provisions of 
this Act, be applicable to the collection and enforcement of the marketing 
assessments. 

Sec. 52. There is appropriated for each fiscal year, beginning with the fiscal 
year ending June 30, 1959, an amount equal to the marketing assessments col- 
lected under the provisions of this Act. Such sums shall be maintained in a 
separate fund and shall be used by the Board only to accomplish the purposes 
and policies of this Act and for the administrative expenses of the Board. The 
sums appropriated under this section shall, notwithstanding the provisions of 
any other law, continue to remain available for the purposes of this Act until 
expended. All sums collected by the Commissioner of Internal Revenue under 
the provisions of this Act shall be credited as received to a special account 
without fiscal year limitation set up for the use of the Board. Such funds, 
including any other funds of the Board, borrowed or otherwise, which may 
be in any such special account, shall be available for use by the Board in 
carrying out the purposes and policies of this Act and for the administrative 
expenses of the Board. The Board may expend such funds for such purposes, 
at such times, in Such manner, and in such amounts, consistent with the pro- 
visions of this Act, as the Board finds will effectuate the purposes of this Act. 

Sec. 53. The Secretary of the Treasury is authorized and directed upon 
request of the Board to establish one or more special accounts without fiscal 
year limitation for the use of the Board. 

Sec. 54. All imports of milk, butterfat, and dairy products shall be subject 
to the collection of marketing assessments at the same rates as those collected 
from domestic producers. The Secretary of the Treasury shall collect the 
marketing assessments On imports at the time of importation. The laws and 
regulations applicable to the import tax on sugar imposed by section 4501 (b) 
of the Internal Revenue Code of 1954 shall, insofar as applicable and not 
inconsistent with this Act, be applicable to the collection of the marketing 
assessments on imports. All funds so collected shall be credited as received 
to the special account of the Board and shall be available for use by the Board 
in the manner and for the purposes above mentioned. Rules and regulations 
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governing the collection and payment of such fees shall be prescribed by the 
Secretary of the Treasury. 


MARKETING ALLOTMENT PROGRAMS 

Sec. 55. The provisions of sections 55 through 63 shall be applicable only to 
marketing years when a marketing allotment program is required or in effect 
under this Act. 

Sec. 56. In the event the marketing assessment established by the Board for 
any marketing year would exceed 25 cents per hundredweight of milk, the Board 
shall set up and put into effect for such year a marketing allotment program 
operated and financed in the manner hereinafter authorized. 

Sec. 57. The Board shall establish a base for each producer desiring to 
market milk or butterfat. Bases shall be assigned to producers, including 
partnerships, corporations, or other business entities, and not to herds or 
farms. The Board shall provide by rules or regulations for the transfer of 
bases in whole or in part, for the assignment of bases to new producers, for 
the equitable adjustment of bases to avoid hardship, for such other adjust- 
ments consistent with the objectives of this Act as the Board deems appropriate, 
including adjustments for deficit production areas, and for such other matters 
as may be necessary or appropriate to set up and operate effectively and 
efficiently the programs herein authorized. In allocating such bases the Board 
shall take into consideration historical production, trends, abnormal produc- 
tion during the historical period, and such other factors as may be appropriate 
to carry out such allocation in an equitable and practical manner. Bases estab- 
lished by the Board shall continue in effect from year to year until terminated 
by the Board, but such bases shall be subject to modification and adjustments 
from time to time by the Board. 

Sec. 58. Persons required to withhold and report marketing assessments shall 
make such additional reports as the Board may prescribe by rule or regulation 
relating to the volume of milk marketed by each producer. The Board shall 
have authority to make such investigations, inspections, and audits of the 
records of any such person as may be necessary to enable it to carry out and 
enforce effectively the objectives of this Act. 

Sec. 59. The Board shall estimate and announce annually, as far in advance 
of the beginning of the applicable marketing year as is practicable, (1) the 
estimated supply for such marketing year; (2) the total quantity of milk and 
dairy products which can be marketed during such marketing year at prices 
equal to or above the stabilization price levels for such year; (3) the total 
quantity of milk and dairy products which can be sold or otherwise disposed 
of at prices less than the stabilization price levels for such year but which 
will provide a net return above the cost of handling; (4) the total quantity 
of milk and dairy products to be sold, donated, or otherwise disposed of during 
such year at a net loss below the cost of handling; (5) the amount by which 
storage stocks, reserves, and set-asides will be increased or decreased during 
such year; (6) the value of the milk and dairy products in items numbered 
1 through 5 above, including negative values where applicable; and (7) such 
other matters as the Board deems appropriate to carry out the objectives of 
this Act. The estimates of the Board may be varied before the close of the 
marketing year for which they are applicable in the same manner in which 
announcements of stabilization price levels may be varied. 

Sec. 69. The Board shall annually allocate to producers holding bases estab- 
lished by the Poard the available markets for the applicable marketing year. 
Such allocations may be expressed in terms of percentage of base. 

Sec. 61. The Board shall provide for the issuance of marketing certificates 
covering the marketing allocations of each producer. 

Sec. 62. The Board may establish one or more marketing assessment rates 
for milk or butterfat marketed in any marketing year when a marketing allot- 
ment program is in effect. Such rates may be varied as between milk or butter- 
fat marketed under marketing certificates and that marketed without such 
certificates. 

Sec. 63. Marketing allotment programs set up by the Board shall be sus- 
pended or terminated by the Board whenever the marketing assessment estab- 
lished by the Board for any marketing year would not exceed 25 cents per 
hundredweight of milk. If for any subsequent marketing year such assess- 
ment would exceed that amount, then a marketing allotment program shall be 
operated for each such marketing year. 
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MISCELLANEOUS 


Sec. 64. The latest available statistics of the Federal Government shall be 
used in making the findings and determinations required to be made under this 
Act. Such statistics and other information of the Federal Government, and 
of its departments and agencies, as may be necessary or appropriate to enable 
the Board to carry out effectively the purposes of this Act, shall be made 
available to the Board. 

Sec. 65. Office space for the central office of the Board shall be provided by 
the Department of Agriculture, if the Board requests the use of such space. 

Sec. 66. The provisions of the Federal Property and Administrative Services 
Act of 1949 (Public Law 152, Eighty-first Congress) ; section 3709 of the Revised 
Statutes(41 U. 8. C. 5), as amended; the Walsh-Healey Public Contracts Act 
(41 U. S. C. 35-45) ; section 3741 of the Revised Statutes (41 U. S. C. 22); and 
sections 431 and 432 of title 18 of the United States Code (18 U. 8. C. 431, 482) 
shall not be applicable to contracts, purchases, sales, or payments made under 
this Act. 

Sec. 67. If any provision of this Act or the application thereof to any person 
circumstance, commodity, or product is held invalid of the validity of the re- 
mainder of this Act and the application thereof to other persons, circumstances, 
commodities, or products, shall not be affected thereby. 

Sec. 68. All milk and dairy products held by or for the Federal Dairy 
Stabilization Board and all other assets of the Board, including borrowed 
money, shall be deemed property of the United States and shall be exempted 
from Federal, State, and local property taxes, except that real estate owned 
by the Board shall be subject to nondiscriminatory State and local real estate 
taxes. The income, obligations, contracts, and transactions of the Board, 
including purchases and sales made by or for the Board, shall be exempt from 
all Federal, State, and local taxes, licenses, and fees. All activities, contracts, 
transactions, and operations of the Board, its members, executive committee, 
officers, employees, and agents which are authoried by this Act shall be exempt 
from Federal and State antitrust laws. 

Sec. 69. No member of the Board or of the Advisory Committee, nor any other 
person employed or acting in any official capacity in the administration of this 
Act, shall speculate, directly or indirectly, in milk, butterfat, or dairy products, 
or in contracts relating thereto, nor shall any such person accept or receive 
any benefit or gain from any such speculation by others or own or have any 
beneficial interest in any stock or other membership interest in any organization 
engaged in such speculation. Normal business operations connected with the 
production, manufacturing, storing, and effective merchandising of milk and 
dairy products, whether hedged or not, shall not be considered speculative 
within the meaning of this section. No member of the Board or of the Advisory 
Committee, nor any other person directly or indirectly connected with the 
Board or its activities or who shall have access to the files or information 
concerning the Board or its activities, which the Board shall have classified as 
confidential. Any person violating the provisions of this section shall upon 
conviction thereof be fined not more than $10,000 or imprisoned not more than 
one year, or both. 

Sec. 70. The general penal statutes relating to crimes and offenses against 
the United States, its property, contracts, employees, and operations shall apply 
with respect to the Board, its property, contracts, employees, and operations 
to the extent that such application is not inconsistent with the provisions of 
this Act. 

Sec. 71. The price support operations of the Secretary under title II of the 
Agricultural Act of 1949 with respect to milk, butterfat, and dairy products shall 
be suspended during the entire period that stabilization operations are carried 
on by the Board under the authority of this Act. 


REFERENDUM OF MILK PRODUCERS 


Src. 72. On the second Monday in September 1958, a referendum shall be con- 
ducted by the Secretary to determine whether dairy farmers favor a dairy stabili- 
zation program operated by the Federal Dairy Stabilization Board as herein 
provided or a price support program operated by the Secretary under title II of 
the Agricultural Act of 1949. The Secretary shall prescribe rules governing 
such referendum and shall determine all questions relating thereto. He shall 
promptly determine and announce the results of the referendum. Producers 
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eligible to vote for nominees for appointment to the Federal Dairy Stabilization 
Board shall be eligible to vote in such referendum. In any election or referendum 
conducted under the authority of this Act, the Secretary shall consider the vote 
of any cooperative association of milk producers bona fide engaged in marketing 
milk, butterfat, or dairy products for producers as the vote of the producers who 
are members of, stockholders in, or under contract with, such cooperative asso- 
ciation. 

Sec. 73. If a majority of those voting in the referendum provided for in the 
above section favor a price support program operated by the Federal Dairy Stabi- 
lization Board as herein provided, then the stabilization operations of the Board 
and the collection of the marketing assessments shall begin April 1, 1959. The 
price support operations of the Secretary under title II of the Agricultural Act 
of 1949 shall thereupon be suspended as provided in section 71 of this Act. 

Seo. 74. If a majority of those voting in the referendum above provided favor 
a price support program operated by the Secretary under title II of the Agricul- 
tural Act of 1949, then the Secretary shall continue to make available to pro- 
ducers price support for milk, butterfat, and the products of milk and butterfat 
under title II of said Act, and the provisions of the Federal Dairy Stabilization 
Act of 1958 shall cease to be effective. 

Sec. 75. The decision of the Secretary in all matters relating to the referendum 
above provided shall be final. 

Sec. 76. In order to provide a definite program for the purpose of such referen- 
dum, the Board is directed, in the event the dairy stabilization program herein 
provided is approved and notwithstanding any other provisions of this Act, to 
support prices to producers for milk and butterfat for the marketing year begin- 
ning April 1, 1959, at 90 per centum of the parity price therefor, using the manu- 
facturing milk parity equivalent formula originally used under the Agricultural 
Act of 1949, and the marketing assessment for such marketing year shall be 25 
cents per hundredweight of milk or milk equivalent. Thereafter the stabilization 
levels and the amount of the marketing assessments shall be determined annually 
as herein provided. The provisions of this Act relating to variations in annual 
stabilization levels and marketing assessment rates in emergency cases shall be 
applicable to the stabilization levels and marketing assessment rates prescribed 
in this section. 

Sec. 77. Dairy stabilization programs operated by the Federal Dairy Stabili- 
zation Board shall be subject to a referendum to determine whether such pro- 
grams shall be continued or terminated, if 10 per centum or more of the milk 
producers eligible to vote in referendums under this Act shall petition the Secre- 
tary in writing for such referendum. Upon receipt of a qualified petition, the 
Secretary shall conduct such referendum and determine and announce the results 
thereof. 

Sec. 78. If a majority of those voting in the referendum provided for in the 
above section favor a price support program operated by the Federal Dairy Stabili- 
zation Board, then the stabilization operations of the Board and the collection 
of the marketing assessments shall be continued. If a majority of those voting 
in the referendum provided for in the above section favor discontinuing the stabili- 
zation operations of the Board, then the Secretary shall make available to pro- 
ducers price support for milk, butterfat, and the products of milk and butterfat 
under title II of the Agricultural Act of 1949. Upon the reinstitution of such 
price supports by the Secretary, the stabilization operations of the Board shall 
cease and no further marketing assessments shall be collected. All assets of the 
Board shall be transferred to the Secretary for liquidation. Any assets remain- 
ing after the payment of all obligations of the Board shall be available to the 
Secretary for use in connection with such price support operations. 
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[H. R. 10060, 85th Cong., 2d sess. ] 


A BILL To provide for a national self-help dairy stabilization program and to provide 
for an adequate balanced and orderly flow of milk and dairy products in interstate and 
foreign commerce, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That this Act may be cited as the 
“Dairy Stabilization Act of 1958”. 


LEGISLATIVE FINDINGS 


Sec. 2. Milk and dairy products are an important source of the Nation’s total 
supply of food for domestic consumption and for export. They are marketed on 
nationwide markets, and substantial quantities thereof, in both raw and proc- 
essed form, move in interstate and foreign commerce. Recurring seasonal and 
periodic surpluses and shortages, impaired purchasing power and financial in- 
stability of milk producers, unnecessarily high prices to consumers for essential 
foods, disorderly marketing practices, economic strife, and congestion in storage, 
transportation, processing, and other handling facilities adversely affect farm 
eredit, disorganize and disrupt the agricultural and general economy of the 
United States, impinge on the public welfare, impair the national security, and 
burden interstate and foreign commerce. The production and marketing of milk 
and dairy products is affected with a public interest, directly affects the wel- 
fare and security of the Nation, and is attended with substantial and far-reach- 
ing consequences to interstate and foreign commerce. All marketing of milk 
and dairy products is either in the current of interstate or foreign commerce or 
directly affects such commerce. That part which enters directly into the cur- 
rent of interstate or foreign commerce cannot be effectively regulated without 
regulating also that part which is marketed within the State of production. 
The intrastate production and marketing of milk and dairy products is in com- 
petition with the production and marketing of milk and dairy products for inter- 
state and foreign commerce. 


DECLARATION OF POLICY 


Sec. 3. It is hereby declared to be the policy of the Congress (a) to provide 
an adequate, balanced, and orderly flow of milk and dairy products in interstate 
and foreign commerce; (b) to promote the effective merchandising of milk 
and dairy products in interstate and foreign commerce; (c) to develop an 
improved, orderly, and stabilized market for milk and dairy products which 
are marketed in interstate or foreign commerce, or so as to affect such com- 
merce; (d) to protect the security and welfare of the Nation by maintaining 
adequate domestic production and supplies of milk and dairy products and by 
keeping the national agricultural resources permanently productive and reason- 
ably adjusted to current demand; (e) to stabilize the prices of milk and dairy 
products at levels which will assure adequate supplies of milk and dairy prod- 
ucts and provide a fair return to the producers of milk and butterfat com- 
mensurate with the cost of production, taking into consideration the investment 
and risk involved, and the labor of the producer and his family; (f) to protect 
the interest of consumers by maintaining a stabilized, continuous, and adequate 
supply of milk and dairy products at fair prices; and (g) to provide a self- 
financing system of price stabilization and production adjustment for milk and 
dairy products. 

GENERAL DEFINITIONS 


Sec. 4. For the purposes of this Act 

(a) The terms “interstate commerce” and “foreign commerce” include the 
movement of milk and dairy products in commerce between any State or the 
District of Columbia and any place outside thereof, or within the District of 
Columbia, or between any Territory or possession which is included within the 
operation of this Act by the action of the Board and any place outside thereof, 
or within any such Territory or possession. 

(b) The term “affect interstate or foreign commerce” means, among other 
things, to burden, obstruct, impede, or otherwise affect interstate or foreign 
commerce, the free and orderly flow thereof, or the production, storing, process- 
ing, marketing, or transportation of milk and dairy products for or in such 
commerce or after transportation therein. 
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(c) “United States” means the several States, the District of Columbia, and 
any Territory or possession of the United States which the Board determines 
should be included in the operation of this Act. The term “States” includes any 
State, the District of Columbia, and any Territory or possession which the 
Board includes within the term “United States.” The provisions of this Act 
shall apply to the United States as herein defined, except that the powers and 
authority of the Board may be exercised in other areas and in foreign countries 
in connection with the sale or other disposal of milk, butterfat, and dairy 
products. 

(d) “Secretary” means the Secretary of Agriculture, ‘Department’ means 
the United States Department of Agriculture, “Board” means the Federal Dairy 
Stabilization Board, and “Advisory Committee’ means the Federal Dairy 
Advisory Committee. 

(e) “Person” means an individual, partnership, corporation, association, trust, 
estate, or any other business entity. 

(f) The terms “milk”, “butterfat’, and “dairy products’ mean milk and 
butterfat and the products of milk and butterfat, respectively, including any 
classification, type, or grade thereof; together with such combinations and by- 
products thereof, and such products manufactured wholly or in part thereof, 
as may be designated by the Board. 

(g) “Marketing year” means the twelve-month period beginning April 1 of 
each year. 

(h) “Estimated supply” for any marketing year shall be (1) the estimated 
carryover at the beginning of such marketing year; plus (2) the estimated 
production for market in the United States during such marketing year, less 
the estimated surplus to be acquired by or charged by the Commodity Credit 
Corporation during such marketing year as a result of diverted acres; plus 
(3) estimated imports into the United States during such marketing year, less 
the estimated surplus to be acquired by or charged to the Commodity Credit 
Corporation during such marketing year as a result of imports. Estimates 
for marketing years may be based on statistics or estimates for calendar years, 
or, in the discretion of the Board, calendar year estimates may be used in 
place of marketing year estimates. 

(i) “Carryover” shall not include the estimated surplus milk or dairy prod- 
ucts owned or controlled by or charged to the Commodity Credit Corporation, or 
to be acquired by or charged to it, under this Act before the beginning of the 
marketing year for which “carryover” is to be estimated. ; 

(j) “Estimated demand” for any marketing year shall be (1) the estimated 
consumption in the United States during such marketing year; plus (2) esti- 
mated exports during such marketing year; plus (8) an allowance for carry- 
over. In determining estimated demand, estimated disposals of surplus milk 
or dairy products by Commodity Credit Corporation, or by the Board outside 
of the ordinary channels of domestic or foreign trade, shall be excluded. 

(k) The “allowance for carryover” shall be determined by the Board. 
In making this determination, consideration shall be given to the need for main- 
taining an adequate, dependable, and continuous supply of milk and dairy 
products. The Board shall take into consideration any abnormal conditions 
present or likely to prevail, contingencies related to national security and world 
supplies, and trends in the production, marketing, and utilization of milk and 
dairy products. 

(1) “Milk producer” means any person engaged in the production of milk or 
butterfat for market. A milk producer to be eligible to serve as a member of 
the Board, or to vote for nominees for appointment to the Board, must be en- 
gaged in the production and marketing of milk or butterfat in commercial 
quantities. 

(m) “Commodity Credit Corporation” shall include the Commodity Credit 
Corporation as now or hereafter constituted and any successor or other Federal 
agency authorized to perform similar services. 


FEDERAL DAIRY STABILIZATION BOARD 


~ 


Sec. 5. There is created in the Department as an independent agency and 
instrumentality of the United States a Federal Dairy Stabilization Board con- 
sisting of fifteen members to be appointed by the President after receiving nom- 
inations from milk producers as hereinafter provided. Only persons who are 
milk producers, or who are officers of dairy cooperative associations which 
meet the requirements of the Capper-Volstead Act (7 U. 8S. C. 291-292), or who 
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are officers of federations or marketing agencies in common owned and con- 
trolled by such cooperatives, shall be eligible to serve on the Board. Not less 
than eleven of the fifteen members of the Board shall be milk producers. The 
temporary impairment of this ratio by the death, resignation, disqualification, or 
removal of producer members, or for other causes, shall not affect the au- 
thority of the Board to act. 

Sec. 6. In order to secure appropriate regional representation on the Board, 
the United States shall be divided into fifteen Federal dairy districts to be 
designated by the Secretary. In designating such districts, the Secretary shall 
give consideration to (1) complete geographical representation of the United 
States and (2) the importance of dairying in each district. 

Sec. 7. Each Federal dairy district shall be assigned one place on the Board. 
The milk producers in each district shall by ballot select three nominees for the 
place on the Board assigned to their district. Each milk producer shall be 
entitled to submit one name for nominee for the place on the Board to be filled 
from his district. The three candidates receiving the highest number of votes 
for nominee for each respective place on the Board shall be nominees for ap- 
pointment to such place. The Secretary shall conduct all elections for the 
selection of such nominees, prescribe such rules and regulations as he may con- 
sider necessary in the administration of the duties assigned to him under this 
Act, determine all questions involving the qualifications of such nominees, mem- 
bers of the Board, or milk producers, resolve all tie votes for such nominees, 
and certify such nominees to the President. The decision of the Secretary in 
all such matters shall be final. The three nominees so selected for each place 
on the Board shall be received and considered by the President in making 
appointments to the respective places on the Board for which such nominees 
were selected. In making appointments to the Board, the President shall give 
due consideration to securing an equitable representation of the various forms 
in which milk and its products are sold. 

Sec. 8. The first appointments to the Board shall be equally divided between 
two-, four-, and six-year terms, respectively, as designated by the President; and 
thereafter each member shall be appointed for a term of six years. Terms of 
Board members shall be based on calendar years and shall expire on the 31st day 
of December of the last calendar year of the appointment. Each member shall 
hold office for the term of his appointment and until his successor shall have been 
appointed and shall have taken office. Board members may be removed for 
cause or ineligibility by the President. Vacancies on the Board may be filled for 
the unexpired terms by appointment by the President, taking into consideration 
the nominees from which the original appointment was made, or, in the discre- 
tion of the President, in the manner herein prescribed for the appointment of 
members for a regular term. Vacancies on the Board shall not impair the power 
of the remaining members to exercise all the powers of the Board, except that in 
no event shall the Board be empowered to act unless eight or more places on the 
Board are filled. Each member of the Board, other than the Secretary or the 
Secretary’s representative, shall receive a per diem of $50 for each day’s attend- 
ance at meetings of the Board and while traveling to and from said meetings, 
but not to exceed a total of $2,500 in any one year, together with actual necessary 
travel subsistence, and other expenses incurred in the discharge of his official 
duties without regard to other laws with respect to allowances which may be 
made on account of travel and subsistence expenses of officers and employed 
personnel of the United States. The Secretary, or an official of the Department 
designated by him, shall be an ex officio member of the Board. He shall meet 
and confer with the Board but shall not be entitled to vote. 

Sec. 9. The Board shall meet annually on the second Monday in January and 
at other times upon call of the Chairman. In addition, special meetings of the 
Board may be called at any time by a majority of the members of the Board in 
office, or by the Secretary. The Board shall meet at least once in each calendar 
quarter of each year. 

Sec. 10. The Chairman of the Board shall be selected by the Board. He shall 
hold office for a term of two calendar years and until his successor shall have 
been selected and shall have taken office. Vacancies in the office of the Chairman 
of the Board shall be filled for the unexpired term by the Board. 

Sec.11. A majority of the members of the Board in office shall constitute a 
quorum, and action may be taken by a majority vote of those present at any 
regular or special meeting at which a quorum is present. The findings and 
determinations of the Board made under the authority of this Act shall be final 
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and conclusive. The Board may adopt, alter, and use an official seal which shall 
be judicially noticed. It may adopt rules and regulations governing the manner 
in which its business may be conducted and its powers may be exercised. 

Sec. 12. The Board may sue and be sued in the same manner, in the same 
courts, and to the same extent that the Commodity Credit Corporation may sue 
and be sued; and the laws, rules, and decisions applicable to suits by or against 
that Corporation shall be applicable to suits by or against the Board. The Board 
shall be entitled to the use of the United States mails in the same manner and 
upon the same conditions as the Commodity Credit Corporation. 

Sec. 13. The Board may select an executive committee of five from among its 
members and delegate to it any power or authority of the Board, except the 
power to set price stabilization levels, the amount of the marketing assessment 
herein provided for, or the total quantity of milk and butterfat which may be 
marketed under marketing certificates. Not less than three of the five members 
of the executive committee shall be milk producers. The temporary impairment 
of this ratio by the death, resignation, disqualification, or removal of producer 
members, or for other causes, shall not affect the authority of the committee to 
act. Members of the executive committee shall be paid their actual, necessary 
travel, subsistence, and other expenses incurred in the discharge of their official 
duties, without regard to other laws with respect to allowances which may be 
made on account of travel and subsistence expenses of officers and employed 
personnel of the United States and, in addition to their compensation as 
members of the Board, may be paid a per diem in such amounts and for such 
days as the Board may prescribe. Vacancies on the executive committee may be 
filled by the Board. Vacancies on the committee shall not impair the power of 
the remaining members to exercise all the powers of the committee provided a 
quorum remains. Three members of the committee shall constitute a quorum. 
The Chairman of the Board shall be a member of the executive committee and its 
Chairman. Meetings of the executive committee may be called by the Chairman, 
a majority of the members of the committee in office, or by the Secretary. The 
Secretary, or an official of the Department designated by him, shall be an ex 
officio member of the executive committee. He shall meet and confer with the 
executive committee but shall not be entitled to vote or to receive expenses or 
per diem. 

Sec. 14. The Board may enter into and carry out such contracts or agreements 
as are necessary or desirable in the conduct of its business. State and local 
laws or rules shall not be applicable with respect to contracts or agreements of 
the Board, or the parties thereto, to the extent that such contracts or agree- 
ments provide that such laws or rules shall not be applicable. 

Sec. 15. The Board may, either directly or through such corporations, stabili- 
zation corporations, brokers, agents, or persons as it may designate, acquire, 
hold, store, warehouse, manufacture, process, service, package, advertise, sell 
and transport, or otherwise acquire, handle or dispose of, milk and dairy prod- 
ucts in raw or processed form, or in the form of warehouse receipts, or contracts 
to buy or sell, and may contract for plants, facilities, and services needed to 
accomplish such purposes. 

Sec. 16. The Board shall have the power to acquire, hold, improve, repair, 
modify, encumber, lease, use, and dispose of real or personal property, or any 
right or interest therein, which may be necessary or appropriate to the conduct 
of its business. 

Sec. 17. The Board may borrow money and pledge as security any assets 
which it may have, including dairy products. It shall be entitled to borrow 
from the Commodity Credit Corporation, and the Commodity Credit Corporation 
is authorized and directed to loan to it, without security, such amounts as the 
Board may deem necessary to carry out effectively the purposes of this Act: 
Provided, however, That the total amount of all money borrowed from the Com- 
modity Credit Corporation and outstanding at any one time shall not exceed in 
the aggregate the sum of $350,000,000. The Board may borrow money from 
any other source of credit available to it upon the security of the dairy products 
acquired by it or on the security of other assets or by unsecured loans and may 
issue notes, bonds, and other obligations. Other than the authority to borrow 
from the Commodity Credit Corporation, the Board shall have no authority to 
obligate the United States, and none of its notes, bonds, or other obligations 
shall be guaranteed by or collectible from the United States. Judgments and 
other claims against the Board shall be enforced only against the assets of the 
Board in the same manner as if it were a corporation, and no liability for the 
debts or actions of the Board shall exist against either the United States or any 
member, officer, employee, or agent of the Board in his individual capacity. 
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Sec. 18. The Board shall determine the character of and the necessity for its 
obligations and expenditures and the manner in which they shall be incurred, 
allowed, and paid. It may make final and conclusive settlement and adjustment 
of any claims by or against the Board or of the accounts of its officers, em- 
ployees, agents, and contractors. 

Sec. 19. The Board may make such loans and advances of its funds as are 
necessary in the conduct of its business. 

Sec. 20. The Board shall have such other powers as may be necessary or 
appropriate for the exercise of the powers vested in it and the effective per- 
formance of the duties imposed on it by this Act. 

Sec. 21. The Board shall pay interest to the Commodity Credit Corporation on 
all money owed to that Corporation at such rates as may be determined by the 
Secretary of the Treasury to represent the cost of money to the Government, 
taking into consideration the terms for which such amounts are loaned to the 
Board. 

Sec. 22. The Board is authorized to use in its business all funds or other 
assets in its possession, including net earnings and borrowed money. 

Sec. 23. The Board may appoint such committees and officers and employ 
such personnel as it may deem necessary for the conduct of its business, fix the 
amount of and pay their compensation, define their authority and duties, and 
delegate to them, or to such corporations, stabilization corporations, brokers, 
agents, or persons with whom it may contract, such of the powers vested in 
the Board as it may determine, except the power to determine price stabiliza- 
tion levels, the amount of the marketing assessment herein provided for or the 
total quantity of milk and butterfat which may be marketed under marketing 
certificates. All such committees, officers, and employees, including the exeeu- 
tive committee, shall be subject to the general supervision and control of the 
Board. The Board may require and pay for bonds for employees, officers, 
agents, or contractors. None of the officers, members, or employees of the 
Board shall be subject to the Federal laws and regulations relating to the 
employment, compensation, Classification, discharge, or leave, travel, and sub- 
sistence allowances, of Government employees, except such regulations relating 
thereto as may be prescribed by the Board. Subsequent amendments of such 
laws or regulations shall not affect this exemption, unless such amendments 
shall specifically so provide. 

Sec. 24. The Board may, with the consent of the agency concerned, accept and 
utilize, on a compensated or uncompensated basis, the officers, employees, services, 
facilities, and information of any agency of the United States or of any State or 
of any political subdivision of any of the foregoing. 

Sec. 25. The Board may, in the conduct of its business, utilize on a contract or 
fee basis any corporation, stabilization corporation, association, agency, person, 
commodity exchange, broker, or trade facility. 

Sec. 26. The Board shall at all times maintain complete and accurate minutes 
and books of account. It shall file annually with the Secretary a complete report 
of the business of the Board, a copy of which shall be submitted to Congress. 
The financial transactions of the Board shall be audited annually by a certified 
public accountant, or firm thereof, in accordance with generally accepted princi- 
ples and procedures applicable to commercial corporate transactions. Copies of 
the audit report shall be submitted to the Secretary and to Congress. 


FEDERAL DAIRY ADVISORY COMMITTEE 


Sec. 27. The Secretary is authorized and directed to appoint a Federal Dairy 
Advisory Committee of twelve members which shall confer with and advise the 
Board concerning the dairy stabilization programs herein authorized. 

Sec. 28. In making appointments to the Advisory Committee the Secretary shall 
give equitable recognition to representation of (1) manufacturers, handlers, and 
distributors of milk and dairy products; (2) consumers; (3) other agricultural 
commodities or programs that may be affected by the operation of the dairy sta- 
bilization program; and (4) other interests which the Secretary determines are 
directly concerned with the operation of this Act. 

Sec. 29. Membership on the Advisory Committee shall be for a term of three 
calendar years, expiring on December 31 of the last year of the term. Each 
member shall hold office for the term of his appointment and until his successor 
shall have been appointed and shall have taken office. Members of the Advisory 
Committee may be removed by the Secretary with or without cause. Vacancies 
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may be filled by the Secretary for unexpired terms. Vacancies on the Advisory 
Committee shall not affect the authority of the remaining members to meet and 
perform the functions of the Committee. Original appointments shall be equally 
divided between one-, two-, and three-year terms, as designated by the Secretary, 
The Secretary, or an official of the Department designated by him, shall be an 
ex officio member of the Advisory Committee. He shall meet and confer with the 
Committee but shall not be entitled to vote. 

Sec. 30. The Advisory Committee shall meet annually on the second Monday in 
January and at other times upon call of the Chairman of the Board. 

Sec. 31. The Chairman of the Advisory Committee shall be selected annually by 
the Committee. 

Sec. 32. A majority of the members of the Committee in office shall constitute 
a quorum, and resolutions and recommendations may be adopted by a majority 
vote of those present at any meeting at which a quorum is present. 

Sec. 33. Members of the Advisory Committee, other than the Secretary or the 
Secretary’s representative, shall be compensated and reimbursed for travel, sub- 
sistence, and other expenses from the funds of the Board for attendance at meet- 
ings of the Advisory Committee at the same rates and in the same manner that 
members of the Board are compensated and reimbursed for attendance at meet- 
ings of the Board. 

PRICE STABILIZATION 


Src. 34. The Board is authorized and directed to stabilize prices of milk and 
butterfat to producers. Except as otherwise provided in this Act, the amounts, 
terms, types, and conditions of the stabilization operations of the Board, and the 
extent to which such operations are carried out, shall be determined by the Board. 

Sec. 35. Stabilized prices to producers for milk and butterfat shall be provided 
by the Board at levels to be established and announced annually by the Board, 
In determining stabilization price levels, the amount of the marketing assessment, 
and the prices at which various dairy products will be bought or sold, in any 
marketing year, the Board shall take into consideration (1) the declared policy 
of this Act, (2) the nutritional value of milk and dairy products and the impor- 
tance of such essential foods to the health and general welfare of the Nation and 
to the national defense, (3) the estimated supply of milk and dairy products for 
such marketing year, (4) the estimated demand for milk and dairy products for 
such marketing year, (5) the price support level for feed crops which affect the 
cost of milk production, (6) the estimated costs of producing, processing, and 
marketing milk and dairy products, (7) the relationship which the price of milk 
and dairy products bear to prices for other foods and to hourly returns for labor, 
(8) the hourly returns for the labor of dairy farmers and their families, (9) esti- 
mated returns to farmers from alternative crops and commodities, (10) the gen- 
eral economic condition of dairy farmers and the effect of such condition upon 
the economy of rural communities and of the Nation as a whole, (11) the need 
for maintaining a reasonable relationship between the prices that farmers receive 
and the cost of the things that farmers buy, and (12) other economic conditions 
which affect the market for milk and dairy products. In making such determina- 
tions, the Board may hold such public hearings, with notice, and utilize such 
studies as it considers necessary to effectuate the purposes of this Act. The 
stabilization levels shall be established as of the beginning of the marketing year 
and shall be on an annual basis. They shall be announced as far in advance of 
the marketing year as is practicable. The stabilization levels so announced by 
the Board shall not thereafter be varied before the close of the marketing year 
for which they are applicable, except that in emergency cases, after a public 
hearing, with notice, the Board may redetermine the stabilization levels if it finds 
that conditions have materially changed since the announcement was made. A 
reasonable time, taking into consideration the character of the emergency, shall 
be allowed by the Board before any redetermined stabilization levels are made 
effective. The Board’s finding and the record of the hearing shall be available 
to the public. 

Sec. 36. Appropriate adjustments and variations may be made by the Board 
in the stabilization prices for different products and for differences in grade, 
type, quality, location, season, and other factors. To determine the stabilized 
price level for any marketing year, the stabilized prices to prodcers for all com- 
modities prescribed under this Act for such marketing year shall be reduced toa 
common factor, such as milk equivalent, and averaged. 

Sec. 37. In order to stabilize prices for milk and dairy products, the Board is 
authorized and directed to establish and maintain a surplus holding pool. The 
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Board shall remove from the ordinary and usual channels of domestic consump- 
tion milk and dairy products which are not absorbed in such channels at the 
prevailing stabilization price levels. In order to accomplish this objective, the 
Board shall stand ready and willing at all times to purchase domestically pro- 
duced butter, cheddar cheese, and nonfat dry milk solids, together with such 
milk and butterfat and such other dairy products or byproducts as the Board 
may by order designate. Such purchases shall be at price levels which the 
Board determines will return to producers on a general average basis the pre- 
yailing stabilization levels for milk and butterfat. Appropriate adjustments 
and differentials may be made between terminal markets, and between such ter- 
minal markets and country locations. The Board shall give due consideration 
to historical and established differentials in determining such adjustments and 
differentials. Purchases may be made either in terminal markets or at country 
locations, or both, with appropriate adjustments and differentials as above pro- 
vided. The Board may prescribe the terms and conditions under which it will 
make such purchases. The specific purchases to be made and the types and 
grades to be purchased shall be in the discretion of the Board. The Board may 
take physical possession of any milk or any dairy products acquired by it or 
operate through the use of contracts or warehouse receipts in its discretion. 
It may operate on the commodity exchanges to whatever extent it deems appro- 
priate. It may make its purchases and sales and perform its other functions 
through its own staff or through such committees, corporations, stabilization 
corporations, agents, brokers, or persons as it may designate. 

Sec. 38. The Board may sell any milk or any dairy product owned or con- 
trolled by it at any price not prohibited by this section. In determining sales 
policies for any milk or any dairy product intended for use in the ordinary and 
usual channels of domestic consumption, the Board shall give consideration to 
the establishing of such policies with respect to prices, terms, and conditions as 
it determines will not discourage or deter manufacturers, processors, and deal- 
ers from acquiring and carrying normal inventories of such commodities. The 
Board shall not sell any milk or any dairy product for use in the ordinary and 
usual channels of domestic consumption at less than the current stabilization 
price therefor. The foregoing restriction shall not apply to (a) sales to prevent 
deterioration or spoilage or to rotate stocks, (b) sales for the purpose of estab- 
lishing claims against any person for wrongful act or violation of contract, 
(c) sales for export, (d) sales for use in connection with special promotional 
programs to increase consumption, (e) sales for new, secondary, or byproduct 
uses, (f) sales for feed, and (g) such other sales as the Board finds and deter- 
mines will not interfere with the purposes of this Act. The Board may in its 
discretion give away, barter for domestic or foreign assets, or sell at reduced 
prices or for foreign currency, any milk or any dairy product in its possession 
or under its control where the use to be made of it is not in the ordinary and 
usual channels of domestic consumption, including sales or gifts to the armed 
services, for school lunches, for school milk programs, to charitable institutions, 
to governmental agencies or institutions, to educational or research institutions, 
for domestic relief, for foreign relief, for export, and to such other agencies or 
for such other purposes as the Board determines will not interfere with the 
purposes of this Act. 

Sec. 39. The Federal Government and the various agencies and instrumen- 
talities thereof, in connection with programs sponsored by the Government or 
supported in whole or in part by Government funds which call for the distribution 
of food, shall give due consideration to obtaining milk and dairy proucts from 
the Board. Agencies of the United States Government in connection with relief 
or other distributions or the procuring of materials, equipment, supplies, or 
services in foreign nations, are directed to cooperate with the Board in the dis- 
posal of milk and dairy products by barter or exchange for foreign assets or cur- 
rencies and in the utilization of foreign currencies. 

Sec. 40. The Board is authorized to promote and develop new and expanded 
outlets for milk and dairy products. 

Sec. 41. The operations of the Board in connection with acquiring, transport- 
ing, holding, storing, manufacturing, processing, handling, selling, and disposing 
of milk and dairy products may be conducted through regular commercial chan- 
hels, and due consideration shall be given by the Board to dislocating or disrupt- 
ing as little as possible, consistent with the purposes of this Act, the usual and 
customary channels of trade. Nothing herein contained shall prevent the Board 
from conducting such operations itself or through a corporation, stabilization 
corporation, broker, agency, or person. 
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Sec. 42. After the effective date of this Act, surplus milk or dairy products 
shall not be sold or otherwise disposed of in the ordinary and usual channels of 
domestic trade by the Commodity Credit Corporation or by any other Federal 
agency without the express consent of the Board. The purpose of this provision 
is to segregate the surplus milk and dairy products held by the Commodity Credit 
Corporation on the effective date of this Act or subsequently acquired by it under 
this Act. 

Sec. 43. In any marketing year in which surplus milk or dairy products are 
acquired by the Board and in which milk or diary products are imported into the 
United States from any foreign country, the Board shall be entitled to turn over 
to the Commodity Credit Corporation for disposal as surplus in accordance with 
the provisions of this Act an amount of such surplus dairy products which shall 
not exceed the equivalent of the total amount of such imports, as determined by 
the Board, or, with the consent of the Commodity Credit Corporation, the Board 
may dispose of such surplus dairy products for the account of the Commodity 
Credit Corporation. All loss sustained by the Board in removing from the do- 
mestic market surplus milk and dairy products in an amount equivalent to such 
imports shall be repaid to the Board by Commodity Credit Corporation. The 
Board may exclude from the operation of this section any imported dairy prod- 
ucts which it determines are not competitive with domestically produced milk, 
butterfat, or dairy products. 

Sec. 44. In any marketing year in which surplus milk or dairy products are 
acquired by the Board and in which the total domestic production of milk or 
butterfat is increased due to diversion from the production of any other crop or 
commodity, including livestock, the production of which is controlled or regulated 
under any Federal agricultural program, the Board shall be entitled to turn 
over to the Commodity Credit Corporation for disposal as surplus in accordance 
with the provisions of this Act an amount of such surplus dairy products which 
shall not exceed the equivalent of the total amount of such increased milk and 
butterfat production, as determined by the Secretary, or, with the consent of the 
Commodity Credit Corporation, the Board may dispose of such surplus for the 
account of the Commodity Credit Corporation. All loss sustained by the Board 
in removing from the market surplus milk and dairy products in an amount 
equivalent to the volume of such increased production due to diversion shall be 
repaid to the Board by Commodity Credit Corporation. Such losses shall be 
charged by Commodity Credit Corporation to the price support programs of the 
crops from which such diversion occurred. 


REVIEW BY THE SECRETARY 


Sec. 45. The operations of the Board shall be subject to the supervision and 
control of the Secretary to the following extent and in the following manner. 
Whenever the Secretary shall certify to the Board that there is reason to believe 
the operations of the Board have resulted or will result in prices to producers 
for milk or butter fat or both which are unreasonably high when considered in 
connection with the purpose of this Act, he shall, unless prompt action is taken 
by the Board to remedy the situation, cause a hearing to be held within the De- 
partment for the purpose of determining such fact. Reasonable notice of such 
hearing shall be given, and all interested parties shall be given an opportunity to 
appear and present evidence, statements, and arguments relevant and material 
to the issues involved, all of which shall be made a part of the record of the 
hearing. The Secretary may prescribe rules and regulations governing such 
hearings. 

Sec. 46. If, on the basis of the record of such hearing, the Secretary determines 
that the operations of the Board have resulted or will result in prices to pro- 
ducers that are unreasonably high, when considered in connection with the 
purposes of this Act, he shall by order prescribe the stabilization price levels 
which he determines would not be subject to such objection. 

Sec. 47. If the Board shall fail or refuse within a reasonable time to take effec- 
tive action to bring the stabilization price levels in line with the levels ordered, 
the Secretary may petition the United States Court of Appeals for the District 
of Columbia Circuit for a decree directing the members of the Board to take 
action or to cease and desist from the taking of certain actions as the case may 
be. The court shall have jurisdiction to enter a decree affirming, modifying, or 
setting aside the order of the Secretary, or to enter such other decree as the court 
may deem equitable. The orders of the court may be enforced by contempt 
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proceedings. Any order issued by the Secretary as above provided may be ap- 
pealed by the Board to the said court and shall thereupon be subject to review 
by the court. 

MARKETING ASSESSMENT 


Sec. 48. The cost of operating the stabilization program and of regulating the 
marketing of milk and dairy products in interstate and foreign commerce, or 
so as to affect such commerce, as herein provided, shall be paid by the milk pro- 
ducers and importers marketing milk, butterfat, or dairy products in such com- 
merce, or so as to affect such commerce, in proportion to the milk, butterfat, and 
dairy products so marketed by them. Thus the cost of developing and main- 
taining an orderly, stabilized, and improved market will be charged directly to 
those using the improved market and sharing in its benefits and to them only; 
and the amount paid by each will be directly related to the use made of the im- 
proved market. Marketing assessments in amounts sufficient to cover the costs 
of the program, as determined by the Board in accordance with the estimated 
requirements of the program for each marketing year, are hereby assessed 
against and shall be collected from each producer and importer who sells milk, 
butterfat, or dairy products in interstate or foreign commerce or so as to affect 
such commerce. The marketing assessments shall be established on an annual, 
marketing year basis. They shall be announced by the Board as far in advance 
of the beginning of the marketing year as is practicable. The assessments so 
announced shail not thereafter be varied before the close of the marketing year 
for which they are applicable, except that in emergency cases, the Board may 
redetermine such marketing assessments in the same manner that stabilization 
price levels may be redetermined in emergency cases. Every person purchasing 
milk, butterfat, or dairy products from a producer (except purchases by con- 
sumers for other than commercial uses), shall withhold from the purchase price 
an amount equal to the marketing assessment and shall remit the same to the 
Commissioner of Internal Revenue. For the purposes of this section, milk, but- 
terfat, or dairy products delivered by a producer to a cooperative association of 
producers shall be subject to the marketing assessment upon such delivery. Re- 
turns shall be filed and remittances made monthly by such purchasers in accord- 
ance with rules prescribed by the Commissioner. 

Sec. 49. Producers holding licenses or permits issued by Federal, State, or local 
agencies authorizing them to sell milk, butterfat, or dairy products directly to 
consumers shall file returns and pay the marketing assessment on all sales made 
by them to consumers for other than commercial uses. 

Sec. 50. The Commissioner of Internal Revenue shall collect the marketing as- 
sessments provided for herein and shall prescribe such rules and regulations 
as may be necessary to accomplish that purpose. 

Sec. 51. The collection of the marketing asessments shall be enforced in the 
same manner that the collection of the taxes on employees under the Federal 
Insurance Contributions Act is enforced, and the remedies, penalties, and punish- 
ments provided by law or regulations for enforcement of such employee taxes 
shall, insofar as applicable and not inconsistent with the provisions of this Act, be 
applicable to the collection and enforcement of the marketing assessments. 

Sec. 52. There is appropriated for each fiscal year, beginning with the fiscal year 
ending June 30, 1959, an amount equal to the marketing assessments collected 
under the provisions of this Act. Such sums shall be maintained in a separate 
fund and shall be used by the Board only to accomplish the purposes and 
policies of this Act and for the administrative expenses of the Board. The sums 
appropriated under this section shall, notwithstanding the provisions of any 
other law, continue to remain available for the purposes of this Act until ex- 
pended. All sums collected by the Commissioner of Internal Revenue under the 
provisions of this Act shall be credited as received to a special account without 
fiscal year limitation set up for the use of the Board. Such funds, including any 
other funds of the Board, borrowed or otherwise, which may be in any such 
special account, shall be available for use by the Board in carrying out the 
purposes and policies of this Act and for the administrative expenses of the Board. 
The Board may expend such funds for such purposes, at such times, in such 
manner, and in such amounts consistent with the provisions of this Act, as Board 
finds will effectuate the purposes of this Act. 

Sec. 53. The Secretary of the Treasury is authorized and directed upon re- 
quest of the Board to establish one or more special accounts without fiscal year 
limitation for the use of the Board. 
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Sec. 54. All imports of milk, butterfat, and dairy products shall be subject to 
the collection of marketing assessments at the same rates as those collected from 
domestic producers. The Secretary of the Treasury shall collect the marketing 
assessments on imports at the time of importation. The laws and regulations 
applicable to the import tax on sugar imposed by section 4501 (b) of the Internal 
Revenue Code of 1954 shall, insofar as applicable and not inconsistent with this 
Act, be applicable to the collection of the marketing assessments on imports. All 
funds so collected shall be credited as received to the special account of the Board 
and shall be available for use by the Board in the manner and for the purposes 
above mentioned. Rules and regulations governing the collection and payment 
of such fees shall be prescribed by the Secretary of the Treasury. 


MARKETING ALLOTMENT PROGRAMS 


*» 


Sec. 55. The provisions of sections 55 through 63 shall be applicable only to 
marketing years when a marketing allotment program is required or in effect 
under this Act. 

Sec. 56. In the event the marketing assessment established by the Board for 
any marketing year would exceed 25 cents per hundredweight of milk, the Board 
shall set up and put into effect for such year a marketing allotment program 
operated and financed in the manner hereinafter authorized. 

Sec. 57. The Board shall establish a base for each producer desiring to market 
milk or butterfat. Bases shall be assigned to producers, including partnerships, 
corporations, or other business entities, and not to herds or farms. The Board 
shall provide by rules or regulations for the transfer of bases in whole or in 
part, for the assignment of bases to new producers, for the equitable adjust- 
ment of bases to avoid hardship, for such other adjustments consistent with the 
objectives of this Act as the Board deems appropriate, including adjustments 
for deficit production areas, and for such other matters as may be necessary or 
appropriate to set up and operate effectively and efficiently the programs herein 
authorized. In allocating such bases the Board shall take into consideration 
historical production, trends, abnormal production during the historical period, 
and such other factors as may be appropriate to carry out such allocation in 
an equitable and pratical manner. Bases established by the Board shall con- 
tinue in effect from year to year until terminated by the Board, but such bases 
shall be subject to modification and adjustments from time to time by the 
Board. 

Sec. 58. Persons required to withhold and report marketing assessments shall 
make such additional reports as the Board may prescribe by rule or regulation 
relating to the volume of milk marketed by each producer. The Board shall 
have authority to make such investigations, inspections, and audits of the 
records of any such person as may be necessary to enable it to carry out and en- 
force effectively the objectives of this Act. 

Szo. 59. The Board shall estimate and announce annually, as far in advance 
of the beginning of the applicable marketing year as is practicable, (1) the esti- 
mated supply for such marketing year; (2) the total quantity of milk and dairy 
products which can be marketed during such marketing year at prices equal to 
or above the stabilization price levels for such year; (3) the total quantity of 
milk and dairy products which can be sold or otherwise disposed of at prices 
less than the stablization price levels for such year but which will provide a net 
return above the cost of handling; (4) the total quantity of milk and dairy prod- 
ucts to be sold, donated, or otherwise disposed of during such year at a net loss 
below the cost of handling; (5) the amount by which storage stocks, reserves, 
and set-asides will be increased or decreased during such year; (6) the value 
of the milk and dairy products in items numbered 1 through 5 above including 
negative values where applicable ; and (7) such other matters as the Board deems 
appropriate to carry out the objectives of this Act. The estimates of the Board 
may be varied before the close of the marking year for which they are applicable 
in the same manner in which announcements of stabilization price levels may 
be varied. 

Sec. 60. The Board shall annually allocate to producers holding bases estab- 
lished by the Board the available markets for the applicable marketing year. 
Such allocations may be expressed in terms of percentage of base. 

Sec. 61. The Board shall provide for the issuance of marketing certificates 
covering the marketing allocations of each producer. 

Sec. 62. The Board may establish one or more marketing assessment rates for 
milk or butterfat marketed in any marketing year when a marketing allotment 
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program is in effect. Such rates may be varied as between milk or butterfat 
marketed under marketing certificates and that marketed without such certifi- 
cates. 

Sec. 63. Marketing allotment programs set up by the Board shall be suspended 
or terminated by the Board whenever the marketing assessment established by 
the Board for any marketing year would not exceed 25 cents per hundredweight 
of milk. If for any subsequent marketing year such assessment would exceed 
that amount, then a marketing allotment program shall be operated for each 
such marketing year. 

MISCELLANEOUS 


Sec. 64. The latest available statistics of the Federal Government shall be 
used in making the findings and determinations required to be made under this 
Act. Such statistics and other information of the Federal Government, and of 
its departments and agencies, as may be necessary or appropriate to enable the 
Board to carry out effectively the purposes of this Act, shall be made available 
to the Board. 

Sec. 65. Office space for the central office of the Board shall be provided by 
the Department of Agriculture, if the Board requests the use of such space. 

Sec. 66. The provisions of the Federal Property and Administrative Services 
Act of 1949 (Public Law 152, Kighty-first Congress) ; section 3709 of the Revised 
Statutes (41 U. 8S. C. 5), as amended; the Walsh-Healey Public Contracts Act 
(41 U. S. C. 35-45); section 3741 of the Revised Statutes (41 U. S. C. 22); and 
sections 431 and 432 of title 18 of the United States Code (18 U. 8S. C. 431, 482) 
shall not be applicable to contracts, purchases, sales, or payments made under 
this Act. 

Sec. 67. If any provision of this Act or the application thereof to any person, 
circumstance, commodity, or product is held invalid, the validity of the remainder 
of this Act and the application thereof to other persons, circumstances, commodi- 
ties, or products shall not be affected thereby. 

Sec. 68. All milk and dairy products held by or for the Federal Dairy Stabiliza- 
tion Board and all other assets of the Board, including borrowed money, shall 
be deemed property of the United States and shall be exempt from Federal, 
State, and local property taxes, except that real estate owned by the Board shall 
be subject to nondiscriminatory State and local real-estate taxes. The income, 
obligations, contracts, and transactions of the Board, including purchases and 
sales made by or for the Board, shall be exempt from all Federal, State, and 
local taxes, licenses, and fees. All activities, contracts, transactions, and opera- 
tions of the Board, its members, executive committee, officers, employees, and 
agents which are authorized by this Act shall be exempt from Federal and State 
antitrust laws. 

Sec. 69. No member of the Board or of the Advisory Committee, nor any other 
person employed or acting in any official capacity in the administration of this 
Act, shall speculate, directly or indirectly, in milk, butterfat, or dairy products, 
or in contracts relating thereto, nor shall any such person accept or receive any 
benefit or gain from any such speculation by others or own or have any beneficial 
interest in any stock or other membership interest in any organization engaged in 
any such speculation. Normal business operations connected with the produc- 
tion, manufacturing, storing, and effective merchandising of milk and dairy 
products, whether hedged or not, shall not be considered speculative within the 
meaning of this section. No member of the Board or of the Advisory Committee, 
nor any other person directly or indirectly connected with the Board or its activi- 
ties or who shall have access to the files or information of the Board, shall 
divulge any information concerning the Board or its activities, which the Board 
shall have classified as confidential. Any person violating the provisions of this 
section shall upon conviction thereof be fined not more than $10,000 or imprisoned 
not more than one year, or both. 

Sec. 70. The general penal statutes relating to crimes and offenses against the 
United States, its property, contracts, employees, and operations shall apply with 
respect to the Board, its property, contracts, emloyees, and operations to the 
extent that such application is not inconsistent with the provisions of this Act. 

Sec. 71. The price-support operations of the Secretary under title II of the 
Agricultural Act of 1949 with respect to milk, butterfat, and dairy products shall 
be suspended during the entire period that stabilization operations are carried 
on by the Board under the authority of this Act. 
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REFERENDUM OF MILK PRODUCERS 


Sec. 72. On the second Monday in September 1958 a referendum shall be con- 
ducted by the Secretary to determine whether dairy farmers favor a dairy stabi- 
lization program operated by the Federal Dairy Stabilization Board as herein 
provided or a price-support program operated by the Secretary under title IT of 
the Agricultural Act of 1949. The Secretary shall prescribe rules governing such 
referendum and shall determine all questions relating thereto. He shall promptly 
determine and announce the results of the referendum. Producers eligible to 
vote for nominees for appointment to the Federal Dairy Stabilization Board shall 
be eligible to vote in such referendum. 

Sec. 73. If a majority of those voting in the referendum provided for in the 
above section favor a price-support program operated by the Federal Dairy Stabi- 
lization Board as herein provided, then the stabilization operations of the Board 
and the collection of the marketing assessments shall begin April 1, 1959. The 
price-support operations of the Secretary under title II of the Agricultural Act 
of 1949 shall thereupon be suspended as provided in section 71 of this Act. 

Sec. 74. If a majority of those voting in the referendum above provided favor 
a price-support program operated by the Secretary under title II of the Agri- 
cultural Act of 1949, then the Secretary shall continue to make available to pro- 
ducers price support for milk, butterfat, and the products of milk and butterfat, 
under title II of said Act, and the provisions of the Federal Dairy Stabilization 
Act of 1958 shall cease to be effective. 

Seo. 75. The decision of the Secretary in all matters relating to the referendum 
above provided shall be final. 

Sec. 76. In order to provide a definite program for the purpose of such refer- 
endum, the Board is directed, in the event the dairy stabilization program herein 
provided is approved and notwithstanding any other provisions of this Act, to 
support prices to producers for milk and butterfat for the marketing year begin- 
ning April 1, 1959, at 90 per centum of the parity price therefor, using the manu- 
facturing milk-parity-equivalent formula originally used under the Agricultural 
Act of 1949, and the marketing assessment for such marketing year shall be 25 
cents per hundredweight of milk or milk equivalent. Thereafter the stabilization 
levels and the amount of the marketing assessments shall be determined annually 
as herein provided. The provisions of this Act relating to variations in annual 
stabilization levels and marketing-assessment rates in emergency cases shall be 
applicable to the stabilization levels and marketing-assessment rates prescribed 
in this section. 

Sec. 77. Dairy stabilization programs operated by the Federal Dairy Stabiliza- 
tion Board shall be subject to a referendum to determine whether such programs 
shall be continued or terminated, if ten per centum or more of the milk producers 
eligible to vote in referendums under this Act shall petition the Secretary in 
writing for such referendum. Upon receipt of a qualified petition, the Secretary 
shall conduct such referendum and determine and announce the results thereof. 

Sec. 78. If a majority of those voting in the referendum provided for in the 
above section favor a price support program operated by the Federal Dairy 
Stabilization Board, then the stabilization operations of the Board and the col- 
lection of the marketing assessments shall be continued. If a majority of those 
voting in the referendum provided for in the above section favor discontinuing 
the stabilization operations of the Board, then the Secretary shall make available 
to producers price support for milk, butterfat, and the products of milk and 
butterfat under title II of the Agricultural Act of 1949. Upon the reinstitution 
of such price supports by the Secretary, the stabilization operations of the Board 
shall cease and no further marketing assessments shall be collected. All assets 
of the Board shall be transferred to the Secretary for liquidation. Any assets 
remaining after the payment of all obligations of the Board shall be available to 
the Secretary for use in connection with such price support operations. 
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(H. R. 10115, 85th Cong., 2d sess.] 


A BILL To provide an adequate, balanced, and orderly flow of milk and dairy products in 
interstate and foreign commerce, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Dairy 
Stabilization Act of 1958”, 

LEGISLATIVE FINDINGS 


Sec. 2. Milk and dairy products are an important source of the Nation’s total 
supply of food for domestic consumption and for export. They are marketed on 
nationwide markets, and substantial quantities thereof, in both raw and processed 
form, Move in interstate and foreign commerce. Recurring seasonal and peri- 
odic surpluses and shortages, impaired purchasing power and financial insta- 
bility of milk producers, unnecessarily high prices to consumers for essential 
foods, disorderly marketing practices, economic strife, and congestion in storage, 
transportation, processing, and other handling facilities adversely affect farm 
credit, disorganize and disrupt the agricultural and general economy of the 
United States, impinge on the public welfare, impair the national security, and 
burden interstate and foreign commerce. The production and marketing of milk 
and dairy products is affected with a public interest, directly affects the welfare 
and security of the Nation, and is attended with substantial and far reaching 
consequences to interstate and foreign commerce. All marketing of milk and 
dairy products is either in the current of interstate or foreign commerce or di- 
rectly affects such commerce. That part which enters directly into the current 
of interstate or foreign commerce cannot be effectively regulated without regu- 
lating also that part which is marketed within the State of production. The in- 
trastate production and marketing of milk and dairy products is in competition 
with the production and marketing of milk and dairy products for interstate 
and foreign commerce. 

DECLARATION OF POLICY 


Sec. 3. It is hereby declared to be the policy of the Congress (a) to provide 
an adequate, balanced, and orderly flow of milk and dairy products in interstate 
and foreign commerce; (b) to promote the effective merchandising of milk and 
dairy products in interstate and foreign commerce; (c) to develop an improved, 
orderly, and stabilized market for milk and dairy products which are marketed 
in interstate or foreign commerce, or so as to affect such commerce; (d) to 
protect the security and welfare of the Nation by maintaining adequate domestic 
production and supplies of milk and dairy products and by keeping the national 
agricultural resources permanently productive and reasonably adjusted to cur- 
rent demand; (e) to stabilize the prices of milk and dairy products at levels 
which will assure adequate supplies of milk and dairy products and provide a 
fair return to the producers of milk and butterfat commensurate with the cost 
of production, taking into consideration the investment and risk involved, and the 
labor of the producer and his family; (f) to protect the interest of consumers 
by maintaining a stabilized, continuous, and adequate supply of milk and dairy 
products at fair prices; and (g) to provide a self-financing system of price 
stabilization and production adjustment for milk and dairy products. 


GENERAL DEFINITIONS 


Sec. 4. For the purposes of this Act— 

(a) The terms “interstate commerce’ and “foreign commerce” include the 
movement of milk and dairy products in commerce between any State or the Dis- 
trict of Columbia and any place outside thereof, or within the District of 
Columbia, or between any Territory or possession which is included within the 
operation of this Act by the action of the Board and any place outside thereof, 
or within any such Territory or possession. 

(b) The term “affect interstate or foreign commerce” means, among other 
things, to burden, obstruct, impede, or otherwise affect interstate or foreign 
commerce, the free and orderly flow thereof, or the production, storing, processing, 
marketing, or transportation of milk and dairy products for or in such com- 
merce or after transportation therein. 

(ec) “United States” means the several States, the District of Columbia, and 
any Territory or possession of the United States which the Board determines 
should be included in the operation of this Act. The term “States” includes any 
State, the District of Columbia, and any Territory or possession which the Board 
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includes within the term “United States.” The provisions of this Act shall apply 
to the United States as herein defined, except that the powers and authority of 
the Board may be exercised in other areas and in foreign countries in connection 
with the sale or other disposal of milk, butterfat, and dairy products. 

(d) “Secretary” means the Secretary of Agriculture, “Department” means 
the United States Department of Agriculture, “Board” means the Federal Dairy 
Stabilization Board, and “Advisory Committee” means the Federal Dairy Ad- 
visory Committee. 

(e) “Person” means an individual, partnership, corporation, association, trust, 
estate, or any other business entity. 

(f) The terms “milk”, “butterfat’, and “dairy products” mean milk and butter- 
fat and the products of milk and butterfat, respectively, including any classifica- 
tion, type, or grade thereof; together with such combinations and by-products 
thereof, and such products manfactured wholly or in part thereof, as may be 
designated by the Board. 

(g) “Marketing year” means the twelve-month period beginning April 1 of 
each year. 

(h) “Estimated supply” for any marketing year shall be (1) the estimated 
“arryover at the beginning of such marketing year; plus (2) estimated produc- 
tion for market in the United States during such marketing year, less the 
estimated surplus to be acquired by or charged to the Commodity Credit Corpora- 
tion during such marketing year as a result of diverted acres; plus (3) estimated 
imports into the United States during such marketing year, less the estimated 
surplus to be acquired by or charged to the Commodity Credit Corporation during 
such marketing year as a result of imports. Estimates for marketing years may 
be based on statistics or estimates for calendar years, or, in the discretion of 
the Board, calendar year estimates may be used in place of marketing year 
estimates. 

(i) “Carryover” shall not include the estimated surplus milk or dairy products 
owned or controlled by or charged to the Commodity Credit Corporation, or to be 
acquired by or charged to it, under this Act before the beginning of the marketing 
year for which “carryover” is to be estimated. 

(j) “Estimated demand” for any marketing year shall be (1) the estimated 
consumption in the United States during such marketing year; plus (2) estimated 
exports during such marketing year; plus (38) an allowance for carryover. 
In determining estimated demand, estimated disposals of surplus milk or dairy 
products by Commodity Credit Corporation, or by the Board outside of the 
ordinary channels of domestic or foreign trade, shall be excluded. 

(k) The “allowance for carryover” shall be determined by the Board. In 
making this determination, consideration shall be given to the need for maintain- 
ing an adequate, dependable, and continuous supply of milk and dairy products. 
The Board shall take into consideration any abnormal conditions present or 
likely to prevail, contingencies related to national security and world supplies, 
and trends in the production, marketing, and utilization of milk and dairy 
products. 

(1) “Milk producer” means any person engaged in the production of milk or 
butterfat for market. A milk producer to be eligible to serve as a member of 
the Board, or to vote for nominees for appointment to the Board must be engaged 
in the production and marketing of milk or butterfat in commercial quantities. 

(m) “Commodity Credit Corporation” shall include the Commodity Credit 
Corporation as now or hereafter constituted and any successor or other Federal 
agency authorized to perform similar services. 








FEDERAL DAIRY STABILIZATION BOARD 





Sec. 5. There is created in the Department as an independent agency and 
instrumentality of the United States a Federal Dairy Stabilization Board con- 
sisting of fifteen members to be appointed by the President after receiving 
nominations from milk producers as hereinafter provided. Only persons who 
are milk producers, or who are officers of dairy cooperative associations which 
meet the requirements of the Capper-Volstead Act (7 U. S. G. 291-292), or who 
are officers of federations or marketing agencies in common owned and controlled 
by such cooperatives, shall be eligible to serve on the Board. Not less than 
eleven of the fifteen members of the Board shall be milk producers. The tem- 
porary impairment of this ratio by the death, resignation, disqualification, or 
removal of producer members, or for other causes, shall not affect the authority 
of the Board to act. 
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Sec. 6. In order to secure appropriate regional representation on the Board, 
the United States shall be divided into fifteen Federal dairy districts to be 
designated by the Secretary. In designating such districts, the Secretary shall 
give consideration to (1) complete geographical representation of the United 
States and (2) the importance of dairying in each district. 

Sec. 7. Each Federal dairy district shall be assigned one place on the Board. 
The milk producers in each district shall by ballot select three nominees for 
the place on the Board assigned to their district. Each milk producer shall be 
entitled to submit one name for nominee for the place on the Board to be filled 
from his district. The three candidates receiving the highest number of votes 
for nominee for each respective place on the Board shall be nominees for 
appointment to such place. The Secretary shall conduct all elections for the 
selection of such nominees, prescribe such rules and regulations as he may con- 
sider necessary in the administration of the duties assigned to him under this 
Act, determine all questions involving the qualifications of such nominees, 
members of the Board, or milk producers, resolve all tie votes for such nominees, 
and certify such nominees to the President. The decision of the Secretary in 
all such matters shall be final. The three nominees so selected for each place 
on the Board shall be received and considered by the President in making appoint- 
ments to the respective places on the Board for which such nominees were 
selected. In making appointments to the Board, the President shall give due 
consideration to securing an equitable representation of the various forms in 
which milk and its products are sold. 

Sec. 8. The first appointments to the Board shall be equally divided between 
two-, four-, and six-year terms, respectively, as designated by the President; 
and thereafter each member shall be appointed for a term of six years. Terms 
of Board members shall be based on calendar years and shall expire on the 
3ist day of December of the last calendar year of the appointment. Each 
member shall hold office for the term of his appointment and until his successor 
shall have been appointed and shall have taken office. Board members may be 
removed for cause or ineligibility by the President. Vacancies on the Board 
may be filled for the unexpired terms by appointment by the President, taking into 
consideration the nominees from which the original appointment was made, or, 
in the discretion of the President, in the manner herein prescribed for the appoint- 
ment of members for a regular term. Vacancies on the Board shall not impair 
the power of the remaining members to exercise all the powers of the Board, 
except that in no event shall the Board be empowered to act unless eight or 
more places on the Board are filled. Each member of the Board, other than 
the Secretary or the Secretary’s representative, shall receive a per diem of $50 
for each day’s attendance at meetings of the Board and while traveling to and 
from said meetings, but not to exceed a total of $2,500 in any one year, together 
with actual, necessary travel, subsistence, and other expenses incurred in the 
discharge of his official duties without regard to other laws with respect to 
allowances which may be made on account of travel and subsistence expenses 
of officers and employed personnel of the United States. The Secretary, or an 
official of the Department designated by him, shall be an ex officio member 
of the Board. He shall meet and confer with the Board but shall not be 
entitled to vote. 

Sec. 9. The Board shall meet annually on the second Monday in January 
and at other times upon call of the Chairman. In addition, special meetings 
of the Board may be called at any time by a majority of the members of the 
Board in office, or by the Secretary. The Board shall meet at least once in each 
calendar quarter of each year. 

Sec. 10. The Chairman of the Board shall be selected by the Board. He shall 
hold office for a term of two calendar years and until his successor shall have 
been selected and shall have taken office. Vacancies in the office of the Chairman 
of the Board shall be filled for the unexpired term by the Board. 

Sec. 11. A majority of the members of the Board in office shall constitute a 
quorum, and action may be taken by a majority vote of those present at any 
regular or special meeting at which a quorum is present. The findings and 
determinations of the Board made under the authority of this Act shall be final 
and conclusive. The Board may adopt, alter, and use an official seal which shall 
be judicially noticed. It may adopt rules and regulations governing the manner 
in which*its business may be conducted and its powers may be exercised. 

Sec. 12. The Board may sue and be used in the same manner, in the same 
courts, and to the same extent that the Commodity Credit Corporation may sue 
and be sued ; and the laws, rules, and decisions applicable to suits by or against 
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that Corporation shall be applicable to suits by or against the Board. The 
Board shall be entitled to the use of the United States mails in the same manner 
and upon the same conditions as the Commodity Credit Corporation. 

Sec. 13. The Board may select an executive committee of five from among its 
members and delegate to it any power or authority of the Board, except the 
power to set price stabilization levels, the amount of the marketing assessment 
herein provided for, or the total quantity of milk and butterfat which may be 
marketed under marketing certificates. Not less than three of the five 
members of the executive committee shall be milk producers. The temporary 
impairment of this ratio by the death, resignation, disqualification, or removal 
of producer members, or for other causes, shall not affect the authority of the 
committee to act. Members of the executive committee shail be paid their 
actual, necessary travel, subsistence, and other expenses incurred in the dis- 
charge of their official duties, without regard to other laws with respect to 
allowances which may be made on account of travel and subsistence expenses of 
officers and employed personnel of the United States and, in addition to their 
compensation as members of the Board, may be paid a per diem in such amounts 
and for such days as the Board may prescribe. Vacancies on the executive com- 
mittee may be filled by the Board. Vacancies on the committee shall not impair 
the power of the remaining members to exercise all the powers of the committee 
provided a quorum remains. Three members of the committee shall constitute 
a quorum. The Chairman of the Board shall be a member of the executive com- 
mittee and its chairman. Meetings of the executive committee may be called 
by the chairman, a majority of the members of the committee in office, or by 
the Secretary. The Secretary, or an official of the Department designated by 
him, shall be an ex officio member of the executive committee. He shall meet 
and confer with the executive committee but shall not be entitled to vote or to 
receive expenses or per diem. 

Sec. 14. The Board may enter into and carry out such contracts or agreements 
as are necessary or desirable in the conduct of its business. State and loeal 
laws or rules shall not be applicable with respect to contracts or agreements of 
the Board, or the parties thereto, to the extent that such contracts or agreements 
provide that such laws or rules shall not be applicable. 

Sec. 15. The Board may, either directly or through such corporations, stabiliza- 
tion corporations, brokers, agents, or persons as it may designate, acquire, hold, 
store, warehouse, manufacture, process, service, package, advertise, sell and 
transport, or otherwise acquire, handle or dispose of, milk and dairy products 
in raw or processed form, or in the form of warehouse receipts, or contracts to 
buy or sell, and may contract for plants, facilities, and services needed to 
accomplish such purposes. 

Sec. 16. The Board shall have the power to acquire, hold, improve, repair, 
modify, encumber, lease, use, and dispose of real or personal property, or any 
right or interest therein, which may be necessary or appropriate to the conduet 
of its business. 

Sec. 17. The Board may borrow money and pledge as security any assets 
which it may have, including dairy products. It shall be entitled to borrow 
from the Commodity Credit Corporation, and the Commodity Credit Corpora- 
tion is authorized and directed to loan to it, without security, such amounts as 
the Board may deem necessary to carry out effectively the purposes of this 
Act: Provided, however, That the total amount of all money borrowed from the 
Commodity Credit Corporation and outstanding at any one time shall not exceed 
in the aggregate the sum of $350,000,000. The Board may borrow money from 
any other source of credit available to it upon the security of the dairy products 
acquired by it or on the security of other assets or by unsecured loans and may 
issue notes, bonds, and other obligations. Other than the authority to borrow 
from the Commodity Credit Corporation, the Board shall have no authority to 
obligate the United States, and none of its notes, bonds, or other obligations shall 
be guaranteed by or collectible from the United States. Judgments and other 
claims against the Board shall be enforced only against the assets of the Board 
in the same manner as if it were a corporation, and no liability for the debts or 
actions of the Board shall exist against either the United States or any member, 
officer, employee, or agent of the Board in his individual capacity. 

Src. 18. The Board shall determine the character of and the necessity for its 
obligations and expenditures and the manner in which they shall be incurred, 
allowed, and paid. It may make final and conclusive settlement and adjustment 
of any claims by or against the Board or of the accounts of its officers, employees, 
agents, and contractors. 
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Sec. 19. The Board may make such loans and advances of its funds as are 
necessary in the conduct of its business. 

Sec. 20. The Board shall have such other powers as may be necessary or appro- 
priate for the exercise of the powers vested in it and the effective performance 
of the duties imposed on it by this Act. 

Sec. 21. The Board shall pay interest to the Commodity Credit Corporation on 
all money owed to that Corporation at such rates as may be determined by the 
Secretary of the Treasury to represent the cost of money to the Government, 
taking into consideration the terms for which such amounts are loaned to the 
Board. 

Sec. 22. The Board is authorized to use in its business all funds or other assets 
in its possession, including net earnings and borrowed money. 

Sec. 23. The Board may appoint such committees and officers and employ such 
personnel as it may deem necessary for the conduct of its business, fix the amount 
of and pay their compensation, define their authority and duties, and delegate to 
them, or to such corporations, stabilization corporations, brokers, agents, or 
persons with whom it may contract, such of the powers vested in the Board as it 
may determine, except the power to determine price stabilization levels, the 
amount of the marketing assessment herein provided for or the total quantity 
of milk and butterfat which may be marketed under marketing certificates. All 
such committees, officers, and employees, including the executive committee, shall 
be subject to the general supervision and control of the Board. The Board may 
require and pay for bonds for employees, officers, agents, or contractors. None 
of the officers, members, or employees of the Board shall be subject to the Federal 
laws and regulations relating to the employment, compensation, classification, 
discharge, or leave, travel, and subsistence allowances, of Government employees, 
except such regulations relating thereto as may be prescribed by the Board. 
Subsequent amendments of such laws or regulations shall not affect this exemp- 
tion, unless such amendments shall specifically so provide. 

Sec. 24. The Board may, with the consent of the agency concerned, accept 
and utilize, on a compensated or uncompensated basis, the officers, employees, 
services, facilities, and information of any agency of the United States or of any 
State or any political subdivision of any of the foregoing. 

Sec. 25. The Board may, in the conduct of its business, utilize on a contract 
or fee basis any corporation, stabilization corporation, association, agency, person, 
commodity exchange, broker, or trade facility. 

Sec. 26. The Board shall at all times maintain complete and accurate minutes 
and books of account. It shall file annually with the Secretary a complete report 
of the business of the Board, a copy of which shall be submitted to Congress. 
The financial transactions of the Board shall be audited annually by a certified 
public accountant, or firm thereof, in accordance with generally accepted prin- 
ciples and procedures applicable to commercial corporate transactions. Copies 
of the audit report shall be submitted to the Secretary and to Congress. 


FEDERAL DAIRY ADVISORY COMMITTEE 


Sec. 27. The Secretary is authorized and directed to appoint a Federal Dairy 
Advisory Committee of twelve members which shall confer with and advise 
the Board concerning the dairy stabilization programs herein authorized. 

Sec. 28. In making appointments to the Advisory Committee the Secretary 
shall give equitable recognition to representation of (1) manufacturers, handlers, 
and distributors of milk and dairy products; (2) consumers; (3) other agricul- 
tural commodities or programs that may be affected by the operation of the dairy 
stabilization program; and (4) other interests which the Secretary determines 
are directly concerned with the operation of this Act. 

Sec. 29. Membership on the Advisory Committee shall be for a term of three 
calendar years, expiring on December 31 of the last year of the term. Each 
member shall hold office for the term of his appointment and until his suecessor 
shall have been appointed and shall have taken office. Members of the Advisory 
Committee may be removed by the Secretary with or without cause. Vacancies 
may be filled by the Secretary for unexpired terms. Vacancies on the Advisory 
Committee shall not affect the authority of the remaining members to meet and 
perform the functions of the Committee. Original appointments shall be equally 
divided between one-, two-, and three-year terms, as designated by the Secretary. 
The Secretary, or an official of the Department designated by him, shall be an 
ex officio member of the Advisory Committee. He shall meet and confer with 
the Committee but shall not be entitled to vote. 
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Sec. 30. The Advisory Committee shall meet annually on the second Monday 
in January and at other times upon call of the Chairman of the Board. 

Sec. 31. The Chairman of the Advisory Committee shall be selected annually 
by the Committee. 


Sec. 32. A majority of the members of the Committee in office shall constitute: 


a quorum, and resolutions and recommendations may be adopted by a majority 
vote of those present at any meeting at which a quorum is present. 

Sec. 33. Members of the Advisory Committee, other than the Secretary or 
the Secretary’s representative, shall be compensated and reimbursed for travel, 
subsistence, and other expenses form the funds of the Board for attendance at 
meetings of the Advisory Committee at the same rates and in the same manner 
that members of the Board are compensated and reimbursed for attendance at 
meetings of the Board. 

PRICE STABILIZATION 


Sec. 34. The Board is authorized and directed to stabilize prices of milk and 
butterfat to producers. Except as otherwise provided in this Act, the amounts, 
terms, types, and conditions of the stabilization operations of the Board, and the 
extent to which such operations are carried out, shall be determined by the 
Board. 

Sec. 35. Stabilized prices to producers for milk and butterfat shall be pro- 
vided by the Board at levels to be established and announced annually by the 
Board. In determining stabilization price levels, the amount of the marketing 
assessment, and the prices at which various dairy products will be bought or 


sold, in any marketing year, the Board shall take into consideration (1) the: 


declared policy of this Act, (2) the nutritional value of milk and dairy products 
and the importance of such essential foods to the health and general welfare 
of the Nation and to the national defense, (3) the estimated supply of milk and 
dairy products for such marketing year, (4) the estimated demand for milk 
and dairy products for such marketing year, (5) the price support level for feed 
crops which affect the cost of milk production, (6) the estimated costs of pro- 
ducing, processing, and marketing milk and dairy products, (7) the relationship 
which the price of milk and dairy products bear to prices for other foods and to 
hourly returns for labor, (8) the hourly returns for the labor of dairy farmers 
and their families, (9) estimated returns to farmers from alternative crops 
and commodities, (10) the general economic condition of dairy farmers and 
the effect of such condition upon the economy of rural communities and of the 
Nation as a whole, (11) the need for maintaining a reasonable relationship 
between the prices that farmers receive and the cost of the things that farmers 
buy, and (12) other economic conditions which affect the market for milk and 
dairy products. In making such determinations, the Board may hold such 
public hearings, with notice, and utilize such studies as it considers necessary 
to effectuate the purposes of this Act. The stabilization levels shall be estab- 
lished as of the beginning of the marketing year and shall be on an annual basis. 
They shall be announced as far in advance of the marketing year as is prac- 
ticable. The stabilization levels so announced by the Board shall not there- 
after be varied before the close of the marketing year for which they are 
applicable, except that in emergency cases, after a public hearing, with notice 
the Board may redetermine the stabilization levels if it finds that conditions 
have materially changed since the announcement was made. A _ reasonable 
time, taking into consideration the character of the emergency, shall be allowed 
by the Board before any redetermined stabilization levels are made effective. 
The Board’s finding and the record of the hearing shall be available to the 
public. 


Sec. 36. Appropriate adjustments and variations may be made by the Board’ 


in the stabilization prices for different products and for differences in grade, 
type, quality, location, season, and other factors. To determine the stabilized 
price level for any marketing year, the stabilized prices to producers for all 
commodities prescribed under this Act for such marketing year shall be reduced 
to a common factor, such as milk equivalent, and averaged. 

Sec. 37. In order to stabilize prices for milk and dairy products, the Board is 
authorized and directed to establish and maintain a surplus holding pool. The 
Board shall remove from the ordinary and usual channels of domestic con- 
sumption milk and dairy products which are not absorbed in such channels at 
the prevailing stabilization price levels. In order to accomplish this objective, 
the Board shall stand ready and willing at all times to purchase domestically 
produced butter, cheddar cheese, and nonfat dry milk solids, together with 
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such milk and butterfat and such other dairy products or byproducts as the- 
Board may by order designate. Such purchases shall be at price levels which 
the Board determines will return to producers on a general average basis the 
prevailing stabilization levels for milk and butterfat. Appropriate adjustments 
and differentials may be made between terminal markets, and between such 
terminal markets and country locations. The Board shall give due considera- 
tion to historical and established differentials in determining such adjustments 
and differentials. Purchases may be made either in terminal markets or at 
country locations, or both, with appropriate adjustments and differentials as 
above provided. The Board may prescribe the terms and conditions under 
which it will make such purchases. The specific purchases to be made and the 
types and grades to be purchased shall be in the discretion of the Board. The 
Board may take physical possession of any milk or any dairy products acquired 
by it or operate through the use of contracts or warehouse receipts in its 
discretion. It may operate on the commodity exchanges to whatever extent 
it deems appropriate. It may make its purchases and sales and perform its 
other functions through its own staff or through such committees, corporations, 
stabilization corporations, agents, brokers, or persons as it may designate. 

Sec. 38 The Board may sell any milk or any dairy product owned or controlled 
by it at any price not prohibited by this section. In determining sales policies 
for any milk or any dairy product intended for use in the ordinary and usual 
channels of domestic consumption, the Board shall give consideration to the 
establishing of such policies with respect to prices, terms, and conditions as it 
determines will not discourage or deter manufacturers, processors, and dealers 
from acquiring and carrying normal inventories of such commodities. The 
Board shall not sell any milk or any dairy product for use in the ordinary and 
usual channels of domestic consumption at less than the current stabilization 
price therefor. The foregoing restriction shall not apply to (a) sales to prevent 
deterioration or spoilage or to rotate stocks, (b) sales for the purpose of estab- 
lishing claims against any person for wrongful act or violation of contract (c) 
sales for exports, (d) sales for use in connection with special promotional pro- 
grams to increase consumption, (e) sales for new, secondary, or byproduct uses, 
(f) sales for feed, and (g) such other sales as the Board finds and determines 
will not interfere with the purposes of this Act. The Board may in its discre- 
tion give away, barter for domestic or foreign assets, or sell at reduced prices 
or for foreign currency, any milk or any dairy product in its possession or under 
its control where the use to be made of it is not in the ordinary and usual chan- 
nels of domestic consumption, including sales or gifts to the armed services, for 
school lunches, for school milk programs, to charitable institutions, to govern- 
mental agencies or institutions, to educational or research institutions, for do- 
mestic relief, for foreign relief, for export, and to such other agencies or for 
such other purposes as the Board determines will not interfere with the pur- 
poses of this Act. 

Sec. 39. The Federal Government and the various agencies and instrumentali- 
ties thereof, in connection with programs sponsored by the Government or sup- 
ported in whole or in part by Government funds which call for the distribution 
of food, shall give due consideration to obtaining milk and dairy products from 
the Board. Agencies of the United States Government in connection with re- 
lief or other distributions or the procuring of materials, equipment, supplies, or 
services in foreign nations, are directed to cooperate with the Board in the dis- 
posal of milk and dairy products by barter or exchange for foreign assets or cur- 
rencies and in the utilization of foreign currencies. 

Sec. 40. The Board is authorized to promote and develop new and expanded 
outlets for milk and dairy products. 

Sec. 41. The operations of the Board in connection with acquiring, transport- 
ing, holding, storing, manufacturing, processing, handling, selling, and disposing 
of milk and dairy products may be conducted through regular commercial chan- 
nels, and due considerattion shall be given by the Board to dislocating or dis- 
rupting as little as possible, consistent with the purposes of this Act, the usual 
and customary channels of trade. Nothing herein contained shall prevent the 
Board from conducting such operations itself or through a corporation, sta- 
bilization corporation, broker, agency, or person. 

Sec. 42. After the effective date of this Act, surplus milk or dairy products 
shall not*be’sold ‘or otherwise disposed of in the ordinary and usual channels 
of domestic trade by the Commodity Credit Corporation or by any other Federak 
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agency without the express consent of the Board. The purpose of this provision 
is to segregate the surplus milk and dairy products held by the Commodity 
Credit Corporation on the effective date of this Act or subsequently acquired by 
it under this Act. 

Sec. 43. In any marketing year in which surplus milk or dairy products are 
acquired by the Board and in which milk or dairy products are imported into 
the United States from any foreign country, the Board shall be entitled to turn 
over to the Commodity Credit Corporation for disposal as surplus in accordance 
with the provisions of this Act an amount of such surplus dairy products which 
shall not exceed the equivalent of the total amount of such imports, as deter- 
mined by the Board, or, with the consent of the Commodity Credit Corporation, 
the Board may dispose of such surplus dairy products for the account of the 
Commodity Credit Corporation. All loss sustained by the Board in removing 
from the domestic market surplus milk and dairy products in an amount equiva- 
lent to such imports shall be repaid to the Board by Commodity Credit Corpora- 
tion. The Board may exclude from the operation of this section any imported 
dairy products which it determines are not competitive with domestically pro- 
duced milk, butterfat, or dairy products. 

Sec. 44. In any marketing year in which surplus milk or dairy products are 
acquired by the Board and in which the total domestic production of milk or 
butterfat is increased due to diversion from the production of any other crop or 
commodity, including livestock, the production of which is controlled or reg- 
ulated under any Federal agricultural program, the Board shall be entitled to 
turn over to the Commodity Credit Corporation for disposal as surplus in accord- 
ance with the provisions of this Act an amount of such surplus dairy products 
which shall not exceed the equivalent of the total amount of such increased milk 
and butterfat production, as determined by the Secretary, or, with the consent 
of the Commodity Credit Corporation, the Board may dispose of such surplus 
for the account of the Commodity Credit Corporation. All loss sustained by the 
Board in removing from the market Surplus milk and dairy products in an 
amount equivalent to the volume of such increased production due to diversion 
shall be repaid to the Board by Commodity Credit Corporation. Such losses 
shall be charged by Commodity Credit Corporation to the price support programs 
of the crops from which such diversion occurred. 


REVIEW BY THE SECRETARY 


Sec. 45. The operations of the Board shall be subject to the supervision and 
control of the Secretary to the following extent and in the following manner. 
Whenever the Secretary shall certify to the Board that there is reason to be- 
lieve the operations of the Board have resulted or will result in prices to pro- 
ducers for milk or butterfat or both which are unreasonably high when con- 
sidered in connection with the purposes of this Act, he shall, unless prompt action 
is taken by the Board to remedy the situation, cause a hearing to be held within 
the Department for the purpose of determining such fact. Reasonable notice 
of such hearing shall be given, and all interested parties shall be given an op- 
portunity to appear and present evidence, statements, and arguments relevant 
and material to the issues involved, all of which shall be made a part of the 
record of the hearing. The Secretary may prescribe rules and regulations gov- 
erning such hearings. 

Sec. 46. If, on the basis of the record of such hearing, the Secretary deter- 
mines that the operations of the Board have resulted or will result in prices to 
producers that are unreasonably high, when considered in connection with the 
purposes of this Act, he shall by order prescribe the stabilization price levels 
which he determines would not be subject to such objection. 

Sec. 47. If the Board shall fail or refuse within a reasonable time to take 
effective action to bring the stabilization price levels in line with the levels 
ordered, the Secretary may petition the United States Court of Appeals for the 
District of Columbia Circuit for a decree directing the members of the Board to 
take action or to cease and desist from the taking of certain actions as the case 
may be. The court shall have jurisdiction to enter a decree affirming, modifying, 
or setting aside the order of the Secretary, or to enter such other decree as 
the court may deem equitable. The orders of the court may be enforced by con- 
tempt proceedings. Any order issued by the Secretary as above provided may 
be appealed by the Board to the said court and shall thereupon be subject to 
review by the court. 
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MARKETING ASSESSMENT 


Sec. 48. The cost of operating the stabilization program and of regulating the 
marketing of milk and dairy products in interstate and foreign commerce, or so 
as to affect such commerce, as herein provided, shall be paid by the milk pro- 
ducers and importers marketing milk, butterfat, or dairy products in such com- 
merce, or so as to affect such commerce, in proportion to the milk, butterfat, 
and dairy products so marketed by them. Thus the cost of developing and main- 
taining an orderly, stabilized, and improved market will be charged directly to 
those using the improved market and sharing in its benefits and to them only; 
and the amount paid by each will be directly related to the use made of the 
improved market. Marketing assessments in amounts sufficient to cover the 
costs of the program, as determined by the Board in accordance with the esti- 
mated requirements of the program for each marketing year, are hereby as- 
sessed against and shall be collected from each producer and importer who sells 
wilk, butterfat, or dairy products in interstate or foreign commerce or so as to 
affect such commerce. The marketing assessments shall be established on an 
annual, marketing year basis. They shall be announced by the Board as far in 
advance of the beginning of the marketing year as is practicable. The assess- 
ments so announced shall not thereafter be varied before the close of the market- 
ing year for which they are applicable, except that in emergency cases, the Board 
may redetermine such marketing assessments in the same manner that stabili- 
zation price levels may be redetermined in emergency cases. Every person pur- 
chasing milk, butterfat, or dairy products from a producer (except purchases 
by consumers for other than commercial uses), shall withhold from the purchase 
price an amount equal to the marketing assessment and shall remit the same to 
the Commissioner of Internal Revenue. For the purposes of this section, milk, 
butterfat, or dairy products delivered by a producer to a cooperative association 
of producers shall be subject to the marketing assessment upon such delivery. 
Returns shall be filed and remittances made monthly by such purchasers in ac- 
cordance with rules prescribed by the Commissioner. 

Sec. 49. Producers holding licenses or permits issued by Federal, State, or 
local agencies authorizing them to sell milk, butterfat, or dairy products directly 
to consumers shall file returns and pay the marketing assessment on all sales 
made by them to consumers for other than commercial uses. 

Sec. 50. The Commissioner of Internal Revenue shall collect the marketing 
assessments provided for herein and shall prescribe such rules and regulations as 
may be necessary to accomplish that purpose. 

Sec. 51. The collection of the marketing assessments shall be enforced in the 
same manner that the collection of the taxes on employees under the Federal 
Insurance Contributions Act is enforced, and the remedies, penalties, and punish- 
ments provided by law or regulations for enforcement of such employee taxes 
shali, insofar as applicable and not inconsistent with the provisions of this Act, 
be applicable to the collection and enforcement of the marketing assessments. 

Sec. 52. There is appropriated for each fiscal year, beginning with the fiscal 
year ending June 30, 1959, an amount equal to the marketing assessments collected 
under the provisions of this Act. Such sums shall be maintained in a separate 
fund and shall be used by the Board only to accomplish the purposes and policies 
of this Act and for the administrative expenses of the Board. The sums appro- 
priated under this section shall, notwithstanding the provisions of any other 
law, continue to remain available for the purposes of this Act until expended. 
All sums collected by the Commissioner of Internal Revenue under the pro- 
visions of this Act shall be credited as received to a special account without 
fiscal year limitation set up for the use of the Board. Such funds, including any 
other funds of the Board, borrowed or otherwise, which may be in any such 
special account, shall be available for use by the Board in carrying out the 
purposes and policies of this Act and for the administrative expenses of the 
3oard. The Board may expend such funds for such purposes, at such times, in 
such manner, and in such amounts, consistent with the provisions of this Act, as 
the Board finds will effectuate the purposes of this Act. 

Sec. 538. The Secretary of the Treasury is authorized and directed upon re- 
quest of the Board to establish one or more special accounts without fiseal year 
limitation for the use of the Board. 

Sec. 54. All imports of milk, butterfat, and dairy products shall be subject 
to the collection of marketing assessments at the same rates at those collected 
from domestic producers. The Secretary of the Treasury shall collect the mark- 
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eting assessments on imports at the time of importation. The laws and regu- 
lations applicable to the import tax on sugar imposed by section 4501 (b) of the 
Internal Revenue Code of 1954 shall, insofar as applicable and not inconsistent 
with this Act, be applicable to the collection of the marketing assessments on 
imports. All funds so collected shall be credited as received to the special ac- 
count of the Board and shall be available for use by the Board in the manner and 
for the purposes above mentioned. Rules and regulations governing the collection 
and payment of such fees shall be prescribed by the Secretary of the Treasury. 


MARKETING ALLOTMENT PROGRAMS 


Sec. 55. The provisions of sections 55 through 63 shall be applicable only to 
marketing years when a marketing allotment program is required or in effect 
under this Act. 


Sec. 56. In the event the marketing assessment established by the Board for 


any marketing year would exceed 25 cents per hundredweight of milk, the 


Board shall set up and put into effect for such year a marketing allotment 
program operated and financed in the manner hereinafter authorized. 

Sec. 57. The Board shall establish a base for each producer desiring to market 
milk or butterfat. Bases shall be assigned to producers, including partnerships, 
corporations, or other business entities, and not to herds or farms. The Board 
shall provide by rules or regulations for the transfer of bases in whole or in part, 
for the assignment of bases to new producers, for the equitable adjustment of 
bases to avoid hardship, for such other adjustments consistent with the objectives 
of this Act as the Board deems appropriate, including adjustments for deficit 
production areas, and for such other matters as may be necessary or appropriate 
to set up and operate effectively and efficiently the programs herein authorized. 
In allocating such bases the Board shall take into consideration historical pro- 
duction, trends, abnormal production during the historical period, and such other 
factors as may be appropriate to carry out such allocation in an equitable and 
practical manner. Bases established by the Board shall continue in effect from 
year to year until terminated by the Board, but such bases shall be subject to 
modification and adjustments from time to time by the Board. 

Sec. 58. Persons required to withhold and report marketing assessments shall 
make such additional reports as the Board may prescribe by rule or regulation 
relating to the volume of milk marketed by each producer. The Board shall 
have authority to make such investigations, inspections, and audits of the records 
of any such person as may be necessary to enable it to carry out and enforce 
effectively the objectives of this Act. 

Sec. 59. The Board shall estimate and announce annually, as far in advance 
of the beginning of the applicable marketing year as is practicable, (1) the esti- 
mated supply for such marketing year; (2) the total quantity of milk and dairy 
products which can be marketed during such marketing year at prices equal 
to or above the stabilization price levels for such year; (3) the total quantity of 
milk and dairy products which can be sold or otherwise disposed of at prices 
less than the stabilization price levels for such year but which will provide 
a net return above the cost of handling; (4) the total quantity of milk and dairy 
products to be sold, donated, or otherwise disposed of during such year at a net. 
loss below the cost of handling; (5) the amount by which storage stocks, reserves, 
and set-asidés will be increased or decreased during such year; (6) the value: 
of the milk and dairy products in items numbered 1 through 5 above, including 
negative values where applicable; and (7) such other matters as the Board 
deems appropriate to carry out the objectives of this Act. The estimates of 
the Board may be varied before the close of the marketing year for which they 
are applicable in the same manner in which announcements of stabilization price 
levels may be varied. 

Sec. 60. The Board shall annually allocate to producers holding bases estab- 
lished by the Board the available markets for the applicable marketing year. 
Such allocations may be expressed in terms of percentage of base. 

Sec. 61. The Board shall provide for the issuance of marketing certificates 
covering the marketing allocations of each producer. 

Sec. 62. The Board may establish one or more marketing assessment rates for 
milk or butterfat marketed in any marketing year when a marketing allotment 
program, is in effect... Such rates may be varied as between milk or butterfat 
marketed under marketing certificates and-that. marketed without such certifi- 


cates. 
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Src. 63. Marketing allotment programs set up by the Board shall be suspended 
or terminated by the Board whenever the marketing assessment established by 
the Board for any marketing year would not exceed 25 cents per hundredweight 
of milk. If for any subsequent marketing year such assessment would exceed 
that amount, then a marketing allotment program shall be operated for each such 
marketing year. 

MISCELLANEOUS 


Sec. 64. The latest available statistics of the Federal Government shall be used 
in making the findings and determinations required to be made under this Act. 
Such statistics and other information of the Federal Government, and of its de- 
partments and agencies, as may be necessary or appropriate to enable the Board 
to carry out effectively the purposes of this Act, shall be made available to the 
Board. 

Sec. 65. Office space for the central office of the Board shall be provided by the 
Department of Agriculture, if the Board requests the use of such space. 

Sec. 66. The provisions of the Federal Property and Administrative Services 
Act of 1949 (Public Law 152, Eighty-first Congress) ; section 3709 of the Revised 
Statutes (41 U. S. C. 5), as amended; the Walsh-Healey Public Contracts Act (41 
U. S. G. 35-45) : section 3741 of the Revised Statutes (41 U. S. C. 22): and seec- 
tions 431 and 432 of title 18 of the United States Code (18 U. S. C. 431, 432) shall 
not be applicable to contracts, purchases, sales, or payments made under this Act. 

Sec. 67. If any provision of this Act or the application thereof to any person, 
circumstance, commodity, or product is held invalid, the validity of the re- 
mainder of this Act and the application thereof to other persons, circumstances, 
commodities, or products, shall not be affected thereby. 

Sec. 68. All milk and dairy products held by or for the Federal Dairy Stabili- 
zation Board and all other assets of the Board, including borrowed money, shall 
be deemed property of the United States and shall be exempt from Federal, 
State, and local property taxes, except that real estate owned by the Board shall 
be subject to nondiscriminatory State and local real estate taxes. The income, 
obligations, contracts, and transactions of the Board, including purchases and 
sales made by or for the Board, shall be exempt from all Federal, State, and local 
taxes, licenses, and fees. All activities, contracts, transactions, and operations of 
the Board, its members, executive committee, officers, employees, and agents 
which are authorized by this Act shall be exempt from Federal and State anti- 
trust laws. 

Sec. 69. No member of the Board or of the Advisory Committee, nor any other 
person employed or acting in any official capacity in the administration of this 
Act, shall speculate, directly or indirectly, in milk, butterfat, or dairy products, 
or in contracts relating thereto, nor shall any such person accept or receive any 
benefit or gain from any such speculation by others or own or have any beneficial 
interest in any stock or other membership interest in any organization engaged 
in any such speculation. Normal business operations connected with the produc- 
tion, manufacturing, storing, and effective merchandising of milk and dairy 
products, whether hedged or not, shall not be considered speculative within the 
meaning of this section. No member of the Board or of the Advisory Com- 
mittee, nor any other person directly or indirectly connected with the Board or its 
activities or who shall have access to the files or information of the Board, shall 
divulge any information concerning the Board or its activities, which the Board 
shall have classified as confidential. Any person violating the provisions of this 
section shall upon conviction thereof be fined not more than $10,000 or imprisoned 
not more than one year, or both. 

Sec. 70. The general penal statutes relating to crimes and offenses against the 
United States, its property, contracts, employees, and operations shall apply with 
respect to the Board, its property, contracts, employees, and operations to the 
extent that such application is not inconsistent with the provisions of this Act. 

Sec. 71. The price support operations of the Secretary under title II of the 
Agricultural Act of 1949 with respect to milk, butterfat, and dairy products shall 
be suspended during the entire period that stabilization operations are carried 
on by the Board under the authority of this Act. 


REFERENDUM OF MILK PRODUCERS 
Sec. 72. On the second Monday in September 1958, a referendum shall be 


conducted by the Secretary to determine whether dairy farmers favor a dairy 
stabilization program operated by the Federal Dairy Stabilization Board as 
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herein provided or a price support program operated by the Secretary under 
title II of the Agricultural Act of 1949. The Secretary shall prescribe rules 
governing such referendum and shall determine all questions relating thereto, 
He shall promptly determine and announce the results of the referendum. Pro- 
ducers eligible to vote for nominees for appointment to the Federal Dairy 
Stabilization Board shall be eligible to vote in such referendum. In any elec- 
tion or referendum conducted under the authority of this Act, the Secretary 
shall consider the vote of any cooperative association of milk producers bona 
fide engaged in marketing milk, butterfat, or dairy products for producers as 
the vote of the producers who are members of, stockholders in, or under contract 
with, such cooperative association. 

Sec. 73. If a majority of those voting in the referendum provided for in the 
above section favor a price support program operated by the Federal Dairy 
Stabilization Board as herein provided, then the stabilization operations of the 

3oard and the collection of the marketing assessments shall begin April 1, 1959. 
The price support operations of the Secretary under title II of the Agricultural 
Act of 1949 shall thereupon be suspended as provided in section 71 of this Act. 

Sec. 74. If a majority of those voting in the referendum above provided favor 
a price support program operated by the Secretary under title II of the Agri- 
cultural Act of 1949, then the Secretary shall continue to make available to 
producers price support for milk, butterfat, and the products of milk and butter- 
fat under title II of said Act, and the provisions of the Federal Dairy Stabiliza- 
tion Act of 1958 shall cease to be effective. 

Sec. 75. The decision of the Secretary in all matters relating to the referendum 
above provided shall be final. 

Sec. 76. In order to provide a definite program for the purpose of such refer- 
endum, the Board is directed, in the event the dairy stabilization program herein 
provided is approved and notwithstanding any other provisions of this Act, to 
support prices to producers for milk and butterfat for the marketing year begin- 
ning April 1, 1959, at 90 per centum of the parity price therefor, using the manu- 
facturing milk parity equivalent formula originally used under the Agricultural 
Act of 1949, and the marketing assessment for such marketing year shall be 25 
cents per hundredweight of milk or milk equivalent. Thereafter the stabilization 
levels and the amount of the marketing assessments shall be determined annually 
as herein provided. The provisions of this Act relating to variations in annual 
stabilization levels and marketing assessment rates in emergency cases shall be 
applicable to the stabilization levels and marketing assessment rates prescribed 
in this section. 

Sec. 77. Dairy stabilization programs operated by the Federal Dairy Stabiliza- 
tion Board shall be subject to a referendum to determine whether such programs 
shall be continued or terminated, if 10 per centum or more of the milk producers 
eligible to vote in referendums under this Act shall petition the Secretary in 
writing for such referendum. Upon receipt of a qualified petition, the Secretary 
shall conduct such referendum and determine and announce the results thereof. 

Sec. 78. If a majority of those voting in the referendum provided for in the 
above section favor a price support program operated by the Federal Dairy 
Stabilization Board, then the stabilization operations of the Board and the 
collection of the marketing assessments shall be continued. If a majority of 
those voting in the referendum provided for in the above section favor discon- 
tinuing the stabilization operations of the Board, then the Secretary shall make 
available to producers price support for milk, butterfat, and the products of 
milk and butterfat under title II of the Agricultural Act of 1949. Upon the 
reinstitution of such price supports by the Secretary, the stabilization operations 
of the Board shall cease and no further marketing assessments shall be collected. 
All assets of the Board shall be transferred to the Secretary for liquidation. 
Any assets remaining after the payment of all obligations of the Board shall 
be available to the Secretary for use in connection with such price support 
operations. 
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[H. R. 10126, 85th Cong., 2d sess.] 


A BILL To provide for a national self-help dairy stabilization program and to provide for 
an adequate balanced and orderly flow of milk and dairy products in interstate and 
foreign commerce, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Dairy 
Stabilization Act of 1958”. 

LEGISLATIVE FINDINGS 


Sec. 2. Milk and dairy products are an important source of the Nation’s total 
supply of food for domestic consumption and for export. They are marketed 
on nationwide markets, and substantial quantities thereof, in both raw and 
processed form, move in interstate and foreign commerce. Recurring seasonal 
and periodic surpluses and shortages, impaired purchasing power and financial 
instability of milk producers, unnecessarily high prices to consumers for essential 
foods, disorderly marketing practices, economie strife, and congestion in storage, 
transportation, processing ,and other handling facilities adversely affect farm 
credit, disorganize and disrupt the agricultural and general economy of the 
United States, impinge on the public welfare, impair the national security, and 
burden interstate and foreign commerce. The production and marketing of milk 
and dairy products is affected with a public interest, directly affects the welfare 
and security of the Nation, and is attended with substantial and far reaching 
consequences to interstate and foreign commerce. All marketing of milk and 
dairy products is either in the current of interstate or foreign commerce or 
directly affects such commerce. That part which enters directly into the current 
of interstate or foreign commerce cannot be effectively regulated without regulat- 
ing also that part which is marketed within the State of production. The intra- 
state production and marketing of milk and dairy products is in competition with 
the production and marketing of milk and dairy products for interstate and 
foreign commerce. 

DECLARATION OF POLICY 


Sec. 3. It is hereby declared to be the policy of the Congress (a) to provide an 
adequate, balanced, and orderly flow of milk and dairy products in interstate 
and foreign commrce; (b) to promote the effective merchandising of milk and 
dairy products in interstate and foreign commerce; (c) to develop an improved, 
orderly, and stabilized market for milk and dairy products which are marketed 
in interstate or foreign commerce, or so as to affect such commerce; (d) to protect 
the security and welfare of the Nation by maintaining adequate domestic pro- 
duction and supplies of milk and dairy products and by keeping the national 
agricultural resources permanently productive and reasonably adjusted to cur- 
rent demand; (e) to stabilize the prices of milk and dairy products at levels 
which will assure adequate supplies of milk and dairy products and provide 
a fair return to the producers of milk and butterfat commensurate with the cost 
of production, taking into consideration the investment and risk involved, and 
the labor of the producer and his family; (f) to protect the interest of consumers 
by maintaining a stabilized, continuous, and adequate supply of milk and dairy 
products at fair prices; and (g) to provide a self-financing system of price sta- 
bilization and production adjustment for milk and dairy products. 


GENERAL DEFINITIONS 


Sec. 4. For the purposes of this Act— 

(a) These terms “interstate commerce” and “foreign commerce” include the 
movement of milk and dairy products in commerce between any State or the 
District of Columbia and any place outside thereof, or within the District of 
Columbia, or between any Territory or possession which is included within the 
operation of this Act by the aciton of the Board and any place outside thereof, 
or within any such Territory or possession. 

(b) The term “affect interstate or foreign commerce” means, among other 
things, to burden, obstruct, impede, or otherwise affect interstate or foreign 
commerce, the free and orderly flow thereof, or the production, storing, process- 
ing, marketing, or transportation of milk and dairy products for or in such 
commerce or after transportation therein. 
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(ec) “United States’ means the several States, the District of Columbia, and 
any Territory or possession of the United States which the Board determines 
should be included in the operation of this Act. The term “States” includes any 
State, the District of Columbia, and any Territory or possession which the Board 
includes within the term “United States.” The provisions of this Act shall apply 
to the United States as herein defined, except that the powers and authority of 
the Board may be exercised in other areas and in foreign countries in connection 
with the sale or other disposal of milk, butterfat, and dairy products. 

(d) “Secretary” means the Secretary of Agriculture, “Department” means the 
United States Department of Agriculture, “Board” means the Federal Dairy 
Stabilization Board, and ‘Advisory Committee” means the Federal Dairy Advisory 
Committee. 

(e) “Person” means an individual, partnership, corporation, association, trust, 
estate, or any other business entity. 

(f) The terms “‘milk”, butterfat”, and “dairy products” mean milk and butter- 
fat and the products of milk and butterfat, respectively, including any Classifica- 
tion, type, or grade thereof; together with such combinations and byproducts 
thereof, and such products manufactured wholly or in part thereof, as may be 
designated by the Board. 

(g) “Marketing year” means the twelve-month period beginning April 1 of 
each year. 

(h) “Estimated supply” for any marketing year shall be (1) the estimated 
carryover at the beginning of such marketing year; plus (2) the estimated pro- 
duction for market in the United States during such marketing year, less the 
estimated surplus to be acquired by or charged by the Commodity Credit Cor- 
poration during such marketing year as a result of diverted acres; plus (3) 
estimated imports into the United States during such marketing year, less the 
estimated surplus to be acquired by or charged to the Commodity Credit Cor- 
poration during such marketing year as a result of imports. Estimates for mar- 
keting years may be based on statistics or estimates for calendar years, or, in 
the discretion of the Board, calendar year estimates may be used in place of 
marketing year estimates. 

(i) “Carryover” shall not include the estimated surplus milk or dairy products 
owned or controlled by or charged to the Commodity Credit Corporation, or to 
be acquired by or charged to it, under this Act before the beginning of the mar- 
keting year for which “carryover” is to be estimated. 

(j) “Estimated demand” for any marketing year shall be (1) the estimated 
consumption in the United States during such marketing year; plus (2) estimated 
exports during such marketing year; plus (3) an allowance for carryover. In 
determining estimated demand, estimated disposals of surplus milk or dairy 
products by Commodity Credit Corporation, or by the Board outside of the 
ordinary channels of domestic or foreign trade, shall be excluded. 

(k) The “allowance for carryover” shall be determined by the Board. In 
making this determination, consideration shall be given to the need for main- 
taining an adequate, dependable, and continuous supply of milk and dairy prod- 
ucts. The Board shall take into consideration any abnormal conditions present 
or likely to prevail, contingencies related to national security and world supplies, 
and trends in the production, marketing, and utilization of milk and dairy 
products. 

(1) “Milk producer” means any person engaged in the production of milk or 
butterfat for market. A milk producer to be eligible to serve as a member of 
the Board, or to vote for nominees for appointment to the Board, must be en- 
gaged in the production and marketing of milk or butterfat in commercial quan- 
tities. 

(m) “Commodity Credit Corporation” shall include the Commodity Credit 
Corporation as now or hereafter constituted and any successor or other Federal 
agency authorized to perform similar services. 


FEDERAL DAIRY STABILIZATION BOARD 


Sec. 5. There is created in the Department as an independent agency and in- 
strumentality of the United States a Federal Dairy Stabilization Board consist- 
ing of fifteen members to be appointed by the President after receiving nomina- 
tions from milk producers as hereinafter provided. Only persons who are milk 
producers, or who are officers of dairy cooperative associations which meet the 
requirements of the Capper-Volstead Act (7 U. S. C. 291-292), or who are officers 
of federations or marketing agencies in common owned and controlled by such 
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cooperatives, shall be eligible to serve on the Board. Not less than eleven of the 
fifteen members of the Board shall be milk producers. The temporary impair- 
ment of this ratio by the death, resignation, disqualification, or removal of pro- 
ducer members, or for other causes, shall not affect the authority of the Board 
to act. 

Sec. 6. In order to secure appropriate regional representation on the Board, 
the United States shall be divided into fifteen Federal dairy districts to be de- 
signated by the Secretary. In designating such districts, the Secretary shall give 
consideration to (1) complete geographical representation of the United States 
and (2) the importance of dairying in each district. 

Sec. 7. Each Federal dairy district shall be assigned one place on the Board. 
The milk producers in each district shall by ballot select three nominees for the 
place on the Board assigned to their district. Each milk producer shall be en- 
titled to submit one name for nominee for the place on the Board to be filled 
from his district. The three candidates receiving the highest number of votes 
for nominee for each respective place on the Board shall be nominees for appoint- 
ment to such place. The Secretary shall conduct all elections for the selection 
of such nominees, prescribe such rules and regulations as he may consider neec- 
essary in the administration of the duties assigned to him under this Act, deter- 
mine all questions involving the qualifications of such nominees, members of the 
Board, or milk producers, resolve all tie votes for such nominees, and certify 
such nominees to the President. The decision of the Secretary in all such mat- 
ters shall be final. The three nominees so selected for each place on the Board 
shall be received and considered by the President in making appointments to 
the respective places on the Board for which such nominees were selected. In 
making appointments to the Board, the President shall give due consideration 
to securing an equitable representation of the various forms in which milk and 
its products are sold. 

Sec. 8. The first appointments to the Board shall be equally divided between 
two-, four-, and six-year terms, respectively, as designated by the President; 
and thereafter each member shall be appointed for a term of six years. Terms 
of Board members shall be based on calendar years and shall expire on the 31st 
day of December of the last calendar year of the appointment. Each member 
shall hold office for the term of his appointment and until his successor shall 
have been appointed and shall have taken office. Board members may be re- 
moved for cause or ineligibility by the President. Vacancies on the Board may 
be filled for the unexpired terms by appointment by the President, taking into 
consideration the nominees from which the original appointment was made, or, 
in the discretion of the President, in the manner herein prescribed for the ap- 
pointment of members for a regular term. Vacancies on the Board shall not 
impair the power of the remaining members to exercise all the powers of the 
Board, except that in no event shall the Board be empowered to act unless eight 
or more places on the Board are filled. Hach member of the Board, other than 
the Secretary or the Secretary’s representative, shall receive a per diem of $50 
for each day’s attendance at meetings of the Board and while traveling to and 
from said meetings, but not to exceed a total of $2,500 in any one year, together 
with actual, necessary travel subsistence, and other expenses incurred in the dis- 
charge of his official duties without regard to other laws with respect to al- 
lowances which may be made on account of travel and subsistence expenses of 
officers and employed personnel of the United States. The Secretary, or an 
official of the Department designated by him, shall be an ex officio member of 
the Board. He shall meet and confer with the Board but shall not be entitled 
to vote. 

Sec. 9. The Board shall meet annually on the second Monday in January and 
at other times upon call of the Chairman. In addition, special meetings of the 
Board may be called at any time by a majority of the members of the Board in 
office, or by the Secretary. The Board shall meet at least once in each calendar 
quarter of each year. 

Sec. 10. The Chairman of the Board shall be selected by the Board. He shall 
hold office for a term of two calendar years and until his successor shall have 
been selected and shall have taken office. Vacancies in the office of the Chair- 
man of the Board shall be filled for the unexpired term by the Board. 

Sec. 11. A majority of the members of the Board in office shall constitute a 
quorum, and action may be taken by a majority vote of those present at any 
regular for special meeting at which a quorum is present. The findings and 
determinations of the Board made under the authority of this Act shall be 
final and conclusive. The Board may adopt, alter, and use an official seal 
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which shall be judicially noticed. It may adopt rules and regulations governing 
the manner in which its business may be conducted and its powers may be 
exercised. 

Sec. 12. The Board may sue and be sued in the same manner, in the same 
courts, and to the same extent that the Commodity Credit Corporation may 
sue and be sued; and the laws, rules, and decisions applicable to suits by or 
against that corporation shall be applicable to suits by or against the Board, 
The Board shall be entitled to the use of the United States mails in the same 
manner and upon the same conditions as the Commodity Credit Corporation. 

Sec. 13. The Board may select an executive committee of five from among 
its members and delegate to it any power or authority of the Board, except the 
power to set price stabilization levels, the amount of the marketing assessment 
herein provided for, or the total quantity of milk and butterfat which may 
be marketed under marketing certificates. Not less than three of the five mem- 
bers of the executive committee shall be milk producers. The temporary im- 
pairment of this ratio by the death, resignation, disqualification, or removal of 
producer members, or for other causes, shall not affect the authority of the 
committee to act. Members of the executive committee shall be paid their 
actual, necessary travel, subsistence, and other expenses incurred in the dis- 
charge of their official duties, without regard to other laws with respect to 
allowances which may be made on account of travel and subsistence expenses 
of officers and employed personnel of the United States and, in addition to their 
compensation as members of the Board, may be paid a per diem in such amounts 
and for such days as the Board may prescribe. Vacancies on the executive 
committee may be filled by the Board. Vacancies on the committee shall not 
impair the power of the remaining members to exercise all the powers of the 
committee provided a quorum remains. Three members of the committee shall 
constitute a quorum. The Chairman of the Board shall be a member of the 
executive committee and its Chairman. Meetings of the executive committee 
may be called by the Chairman, a majority of the members of the committee in 
office, or by the Secretary. The Secretary, or an official of the Department 
designated by him, shall be an ex officio member of the executive committee, 
He shall meet and confer with the executive committee but shall not be entitled 
to vote or to receive expenses or per diem. 

Sec. 14. The Board may enter into and carry out such contracts or agree- 
ments as are necessary or desirable in the conduct of its business. State and 
local laws or rules shall not be applicable with respect to contracts or agree- 
ments of the Board, or the parties thereto, to the extent that such contracts 
or agreements provide that such laws or rules shall not be applicable. 

Sec. 15. The Board may, either directly or through such corporations, stabil- 
ization corporations, brokers, agents, or persons as it may designate, acquire, 
hold, store, warehouse, manufacture, process, service, package, advertise, sell 
and transport, or otherwise acquire, handle or dispose of, milk and dairy prod- 
ucts in raw or processed form, or in the form of warehouse receipts, or contracts 
to buy or sell, and may contract for plants, facilities, and services needed to 
accomplish such purposes. 

Sec. 16. The Board shall have the power to acquire, hold, improve, repair, 
modify, encumber, lease, use, and dispose of real or personal property, or any 
right or interest therein, which may be necessary or appropriate to the conduct 
of its business. 

Sec. 17. The Board may borrow money and pledge as security any assets 
which it may have, including dairy products. It shall be entitled to borrow from 
the Commodity Credit Corporation, and the Commodity Credit Corporation is 
authorized and directed to loan to it, without security, such amounts as the Board 
may deem necessary to carry out effectively the purposes of this Act: Provided, 
however, That the total amount of all money borrowed from the Commodity 
Credit Corporation and outstanding at any one time shall not exceed in the 
aggregate the sum of $350,000,000. The Board may borrow money from any 
other source of credit available to it upon the security of the dairy products 
acquired by it or on the security of other assets or by unsecured loans and may 
issue notes, bonds, and other obligations. Other than the authority to borrow 
from the Commodity Credit Corporation, the Board shall have no authority to 
obligate the United States, and none of its notes, bonds, or other obligations shall 
be guaranteed by or collectible from the United States. Judgments and other 
claims against the Board shall be enforced only against the assets of the Board 
in the same manner as if it were a corporation, and no liability for the debts or 
actions of the Board shall exist against either the United States or any member, 
officer, employee, or agent of the Board in his individual capacity. 
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Sec. 18. The Board shall determine the character of and the necessity for 
its obligations and expenditures and the manner in which they shall be incurred, 
allowed, and paid. It may make final and conclusive settlement and adjustment 
of any claims by or against the Board or of the accounts of its officers, employees, 
agents, and contractors. 

Sec. 19. The Board may make such loans and advances of its funds as are 
necessary in the conduct of its business. 

Sec. 20. The Board shall have such other powers as may be necessary or ap- 
propriate for the exercise of the powers vested in it and the effective performance 
of the duties imposed on it by this Act. 

Sec. 21. The Board shall pay interest to the Commodity Credit Corporation 
on all money owed to that Corporation at such rates as may be determined by 
the Secretary of the Treasury to represent the cost of money to the Government, 
taking into consideration the terms for which such amounts are loaned to the 
Board. 

Sec. 22. The Board is authorized to use in its business all funds or other assets 
in its possession, including net earnings and borrowed money. 

Sec. 25. The Board may appoint such committees and officers and employ 
such personnel as it may deem necessary for the conduct of its business, fix the 
amount of and pay their compensation, define their authority and duties, and 
delegate to them, or to such corporations, stabilization corporations, brokers, 
agents, or persons with whom it may contract, such of the powers vested in 
the Board as it may determine, except the power to determine price stabilization 
levels, the amount of the marketing assessment herein provided for or the total 
quantity of milk and butterfat which may be marketed under marketing certifi- 
cates. <All such committees, officers, and employees, including the executive 
committee, shall be subject to the general supervision and control of the Board. 
The Board may require and pay for bonds for employees, officers, agents, or 
contractors. None of the officers, members, or employees of the Board shall be 
subject to the Federal laws and regulations relating to the employment, com- 
pensation, classification, discharge, or leave, travel, and subsistence allowances, 
of Government employees, except such regulations relating thereto as may be 
prescribed by the Board. Subsequent amendments of such laws or regulations 
shall not affect this exemption, unless such amendments shall specifically so 
provide. 

Sec. 24. The Board may, with the consent of the agency concerned, accept 
and utilize, on a compensated or uncompensated basis, the officers, employees, 
services, facilities, and information of any agency of the United States or of 
any State or of any political subdivision of any of the foregoing. 

Sec. 25. The Board may, in the conduct of its business, utilize on a contract 
or fee basis any corporation, stabilization corporation, association, agency, 
person, commodity exchange, broker, or trade facility. 

Sec. 26. The Board shall at all times maintain complete and accurate minutes 
and books of account. It shall file annually with the Secretary a complete report 
of the business of the Board, a copy of which shall be submitted to Congress. 
The financial transactions of the Board shall be audited annually by a certified 
public accountant, or firm thereof, in accordance with generally accepted princi- 
ples and procedures applicable to commercial corporate transactions. Copies 
of the andit report shall be submitted to the Seceretary and to Congress. 


FEDERAL DAIRY ADVISORY COMMITTEE 


Sec. 27. The Secretary is authorized and directed to appoint a Federal 
Dairy Advisory Committee of twelve members which shall confer with and 
advise the Board concerning the dairy stabilization programs herein authorized. 

Sec. 28. In making appointments to the Advisory Committee the Secretary 
shall give equitable recognition to representation of (1) manufacturers, handlers, 
and distributors of milk and dairy products; (2) consumers; (3) other agri- 
cultural commodities or programs that may be affected by the operation of the 
dairy stabilization program; and (4) other interests which the Secretary de- 
termines are directly concerned with the operation of this Act. 

Sec. 29. Membership on the Advisory Committee shall be for a term of three 
calendar years, expiring on December 31 of the last year of the term. Each 
member shall hold office for the term of his appointment and until his successor 
shall have been appointed and shall have taken office. Members of the Advisory 
Committee may be removed by the Secretary with or without cause. Vacancies 
may be filled by the Secretary for unexpired terms. Vacancies on the Advisory 
Committee shall not affect the authority of the remaining members to meet 
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and perform the functions of the Committee. Original appointments shall be 
equally divided between one-, two-, and three-year terms, as designated by the 
Secretary. The Secretary, or an official of the Department designated by him, 
shall be an ex officio member of the Advisory Committee. He shall meet and 
confer with the Committee but shall not be entitled to vote. 

Sec. 30. The Advisory Committee shall meet annually on the second Monday 
in January and at other times upon call of the Chairman of the Board. 

Sec. 31. The Chairman of the Advisory Committee shall be selected annually 
by the Committee. 

Sec. 32. A majority of the members of the Committee in office shall constitute 
a quorum, and resolutions and recommendations may be adopted by a majority 
vote of those present at any meeting at which a quorum is present. 

Sec. 33. Members of the Advisory Committee, other than the Secretary or the 
Secretary's representative, shall be compensated and reimbursed for travel, sub- 
sistence, and other expenses from the funds of the Board for attendance at meet- 
ings of the Advisory Committee at the same rates and in the same manner that 
members of the Board are compensated and reimbursed for attendance at meetings 
of the Board. 

PRICE STABILIZATION 


Sec. 34. The Board is authorized and directed to stabilize prices of milk and 
butterfat to producers. Except as otherwise provided in this Act, the amounts, 
terms, types, and conditions of the stabilization operations of the Board, and 
the extent to which such operations are carried out, shall be determined by the 
Board. 

Sec. 35. Stabilized prices to producers for milk and butterfat shall be provided 
by the Board at levels to be established and announced annually by the Board, 
In determining stabilization price levels, the amount of the market assessment, 
and the prices at which various dairy products will be bought or sold, in any 
marketing year, the Board shall take into consideration (1) the declared policy 
of this Act, (2) the nutritional value of milk and dairy products and the im- 
portance of such essential foods to the health and general welfare of the Nation 
and to the national defense, (3) the estimated supply of milk and dairy products 
for such marketing year, (4) the estimated demand for milk and dairy products 
for such marketing year, (5) the price support level for feed crops which affect 
the cost of milk production, (6) the estimated costs of producing, processing, and 
marketing milk and dairy products, (7) the relationship which the price of milk 
and dairy products bear to prices for other foods and to hourly returns for 
labor, (8) the hourly returns for the labor of dairy farmers and their families, 
(9) estimated returns to farmers from alternative crops and commodities, (10) 
the general economic condition of dairy farmers and the effect of such condition 
upon the economy of rural communities and of the Nation as a whole, (11) the 
need for maintaining a reasonable relationship between the prices that farmers 
receive and the cost of the things that farmers buy, and (12) other economic 
conditions which affect the market for milk and dairy products. In making such 
determinations, the Board may hold such public hearings, with notice, and utilize 
such studies as it considers necessary to effectuate the purposes of this Act. The 
stabilization levels shall be established as of the beginning of the marketing 
year and shall be on an annual basis. They shall be announced as far in advance 
of the marketing year as is practicable. The stabilization levels so announced 
by the Board shall not thereafter be varied before the close of the marketing 
year for which they are applicable, except that in emergency cases, after a public 
hearing, with notice, the Board may redetermine the stabilization levels if it 
finds that conditions have materially changed since the announcement was made. 
A reasonable time, taking into consideration the character of the emergency, 
shall be allowed by the Board before any redetermined stabilization levels are 
made effective. The Board’s finding and the record of the hearing shall be 
available to the public. 

Sec. 36. Appropriate adjustments and variations may be made by the Board 
in the stabilization prices for different products and for differences in grade, 
type, quality, location, season, and other factors. To determine the stabilized 
price level for any marketing year, the stabilized prices to producers for all 
commodities prescribed under this Act for such marketing year shall be reduced 
to a common factor, such as milk equivalent, and averaged. 

Src. 37. In order to stabilize prices for milk and dairy products, the Board is 
authorized and directed to establish and maintain a surplus holding pool. The 
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Board shall remove from the ordinary and usual channels of domestic consump- 
tion milk and dairy products which are not absorbed in such channels at the pre- 
yailing stabilization price levels. In order to accomplish this objective, the Board 
shall stand ready and willing at all times to purchase domestically produced 
butter, cheddar cheese, and nonfat dry milk solids, together with such milk and 
butterfat and such other dairy products or byproducts as the Board may by order 
designate. Such purchases shall be at price levels which the Board determines 
will return to producers on a general average basis the prevailing stabilization 
levels for milk and butterfat. Appropriate adjustments and differentials may 
be made between terminal markets, and between such terminal markets and 
country locations. The Board shall give due consideration to historical and 
established differentials in determining such adjustments and differentials. Pur- 
chases may be made either in terminal markets or at country locations, or both, 
with appropriate adjustments and differentials as above provided. The Board 
may prescribe the terms and conditions under which it will make such purchases. 
The specific purchases to be made and the types and grades to be purchased 
shall be in the discretion of the Board. The Board may take physical possession 
of any milk or any dairy products acquired by it or operate through the use of 
contracts or warehouse receipts in its discretion. It may operate on the com- 
modity exchanges to whatever extent it deems appropriate. It may make its 
purchases and sales and perform its other functions through its own staff or 
through such committees, corporations, stabilization corporations, agents, brokers, 
or persons as it may designate. 

Sec. 38. The Board may sell any milk or any dairy product owned or con- 
trolled by it at any price not prohibited by this section. In determining sales 
policies for any milk or any dairy product intended for use in the ordinary and 
usual channels of domestic consumption, the Board shall give consideration to 
the establishing of such policies with respect to prices, terms, and conditions 
as it determines will not discourage or deter manufacturers, processors, and 
dealers from acquiring and carrying normal inventories of such commodities. 
The Board shall not sell any milk or any dairy product for use in the ordinary 
and usual channels of domestic consumption at less than the current stabiliza- 
tion price therefor. The foregoing restriction shall not apply to (a) sales to 
prevent deterioration or spoilage or to rotate stocks, (b) sales for the pur- 
pose of establishing claims against any person for wrongful act or violation of 
contract, (c) sales for export, (d) sales for use in connection with special pro- 
motional programs to increase consumption, (e) sales for new, secondary, or 
byproduct uses, (f) sales for feed, and (g) such other sales as the Board finds and 
determines will not interfere with the purposes of this Act. The Board may 
in its discretion give away, barter for domestie or foreign assets, or sell at re- 
duced prices or for foreign currency, any milk or any dairy product in its 
possession or under its control where the use to be made of it is not in the 
ordinary and usual channels of domestic consumption, including sales or gifts 
to the armed services, for school lunches, for school milk programs, to charitable 
institutions, to governmental agencies or institutions, to educational or re- 
search institutions, for domestic relief, for foreign relief, for export, and to 
such other agencies or for such other purposes as the Board determines will not 
interfere with the purposes of this Act. 

Sec. 39. The Federal Government and the various agencies and instrumental- 
ities thereof, in connection with programs sponsored by the Government or sup- 
ported in whole or in part by Government funds which call for the distribution 
of food, shall give due consideration to obtaining milk and dairy products from 
the Board. Agencies of the United States Government in connection with relief 
or other distributions or the procuring of materials, equipment, supplies, or 
services in foreign nations, are directed to cooperate with the Board in the dis- 
posal of milk and dairy products by barter or exchange for foreign assets or 
currencies and in the utilization of foreign currencies. 

Sec. 40. The Board is authorized to promote and develop new and expanded 
outlets for milk and dairy products. 

Sec. 41. The operations of the Board in connection with acquiring, transport- 
ing, holding, storing, manufacturing, processing, handling, selling, and disposing 
of milk and dairy products may be conducted through regular commercial chan- 
nels, and due consideration shall be given by the Board to dislocating or dis- 
rupting as little as possible, consistent with the purposes of this Act, the usual 
and customary channel of trades. Nothing herein contained shall prevent the 
Board from conducting such operations itself or through a corporation, sta- 
bilization corporation, broker, agency, or person. 
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Sec. 42. After the effective date of this Act, surplus milk or dairy products 
shall not be sold or otherwise disposed of in the ordinary and usual channels 
of domestic trade by the Commodity Credit Corporation or by any other Federal 
agency without the express consent of the Board. The purpose of this provi- 
sion is to segregate the surplus milk and dairy products held by the Commodity 
Credit Corporation on the effective date of this Act or subsequently acquired 
by it under this Act. 

Sec. 43. In any marketing year in which surplus milk or dairy products 
are acquired by the Board and in which milk or dairy products are imported 
into the United Siares from any foreign country, the Board shall be entitled to 
turn over to the Commodity Credit Corporation for disposal as surplus in ac- 
cordance with the provisions of this Act an amount of such surplus dairy prod- 
ucts which shall not exceed the equivalent of the total amount of such imports, 
as determined by the Board, or, with the consent of the Commodity Credit 
Corporation, the Board may dispose of such surplus dairy products for the ac- 
count of the Commodity Credit Corporation. All loss sustained by the Board 
in removing from the domestic market surplus milk and dairy products in an 
amount equivalent to such imports shall be repaid to the Board by Commod- 
ity Credit Corporation. The Board may exclude from the operation of this 
section any imported dairy products which it determines are not competitive 
with domestically produced milk, butterfat, or dairy products. 

Sec. 44. In any marketing year in which surplus milk or dairy products are 
acquired by the Board and in which the total domestic production of milk or 
butterfat is increased due to diversion from the production of any other crop 
or commodity, including livestock, the production of which is controlled or regu- 
lated under any Federal agricultural program, the Board shall be entitled to 
turn over to the Commodity Credit Corporation for disposal as surplus in 
accordance with the provisions of this Act an amount of such surplus dairy 
products which shall not exceed the equivalent of the total amount of such in- 
creased milk and butterfat production, as determined by the Secretary, or, 
with the consent of the Commodity Credit Corporation, the Board may dispose 
of such surplus for the account of the Commodity Credit Corporation. All 
loss sustained by the Board in removing from the market surplus milk and dairy 
products in an amount equivalent to the volume of such increased production 
due to diversion shall be repaid to the Board by Commodity Credit Corpora- 
tion. Such losses shall be charged by Commodity Credit Corporation to the 
price support programs of the crops from which such diversion occurred. 


REVIEW BY THE SECRETARY 


Sec. 45. The operations of the Board shall be subject to the supervision and 
control of the Secretary to the following extent and in the following manner. 
Whenever the Secretary shall certify to the Board that there is reason to 
believe the operations of the Board have resulted or will result in prices te 
producers for milk or butterfat or both which are unreasonably high when con- 
sidered in connection with the purpose of this Act, he shall, unless prompt action 
is taken by the Board to remedy the situation, cause a hearing to be held within 
the Department for the purpose of determining such fact. Reasonable notice of 
such hearing shall be given, and all interested parties shall be given an oppor- 
tunity to appear and present evidence, statements, and arguments relevant and 
material to the issues involved, all of which shall be made a part of the record 
of the hearing. The Secretary may prescribe rules and regulations governing 
such hearings. 

Sec. 46. If, on the basis of the record of such hearing, the Secretary deter- 
mines that the operations of the Board have resulted or will result in prices to 
producers that are unreasonably high, when considered in connection with the 
purposes of this Act, he shall by order prescribe the stabilization price levels 
which he determines would not be subject to such objection. 

Sec. 47. If the Board shall fail or refuse within a reasonable time to take 
effective action to bring the stabilization price levels in line with the levels 
ordered, the Secretary may petition the United States Court of Appeals for the 
District of Columbia Circuit for a decree directing the members of the Board 
to take action or to cease and desist from the taking of certain actions as the 
case may be. The court shall have jurisdiction to enter a decree affirming. 
modifying, or setting aside the order of the Secretary, or to enter such other 
decree as the court may deem equitable. The orders of the court may be en- 
forced by contempt proceedings. Any order issued by the Secretary as above 
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provided may be appealed by the Board to the said court and shall thereupon 
be subject to review by the court. 


MARKETING ASSESSMENT 


Sec. 48. The cost of operating the stabilization program and of regulating the 
marketing of milk and dairy products in interstate and foreign commerce, or 
so as to affect such commerce, as herein provided, shall be paid by the milk 
producers and importers marketing milk, butterfat, or dairy products in such 
commerce, Or so as to affect such commerce, in proportion to the milk, butterfat, 
and dairy products so marketed by them. Thus the cost of developing and 
maintaining an orderly, stabilized, and improved market will be charged directly 
to those using the improved market and sharing in its benefits and to them only ; 
and the amount paid by each will be directly related to the use made of the 
improved market. Marketing assessments in amounts sufficient to cover the 
costs of the program, as determined by the Board in accordance with the esti- 
mated requirements of the program for each marketing year, are hereby assessed 
against and shall be collected from each producer and importer who sells milk, 
putterfat, or dairy products in interstate or foreign commerce or so as to affect 
such commerce. The marketing assessments shall be established on an annual, 
marketing year basis. They shall be announced by the Board as far in advance 
of the beginning of the marketing year as is practicable. The assessments so 
announced shall not thereafter be varied before the close of the marketing year 
for which they are applicable, except that in emergency cases, the Board may 
redetermine such marketing assessments in the same manner that stabilization 
price levels may be redetermined in emergency cases. Every person purchasing 
milk, butterfat, or dairy products from a producer (except purchases by con- 
sumers for other than commercial uses), shall withhold from the purchase price 
an amount equal to the marketing assessment and shall remit the same to the 
Commissioner of Internal Revenue. For the purposes of this section, milk, 
butterfat, or dairy products delivered by a producer to a cooperative association 
of producers shall be subject to the marketing assessment upon such delivery. 
Returns shall be filed and remittances made monthly by such purchasers in 
accordance with rules prescribed by the Commissioner. 

Sec. 49. Producers holding licenses or permits issued by Federal, State, or 
local agencies authorizing them to sell milk, butterfat, or dairy products directly 
to consumers shall file returns and pay the marketing assessment on all sales 
made by them to consumers for other than commercial uses. 

Sec. 50. The Commissioner of Internal Revenue shall collect the marketing 
assessments provided for herein and shall prescribe such rules and regulations 
as may be necessary to accomplish that purpose. 

Sec. 51. The collection of the marketing assessments shall be enforced in 
the same manner that the collection of the taxes on employees under the Fed- 
eral Insurance Contributions Act is enforced, and the remedies, penalties, and 
punishments provided by law or regulations for enforcement of such employee 
taxes shall, insofar as applicable and not inconsistent with the provisions of 
this Act, be applicable to the collection and enforcement of the 
assessments. 

Sec. 52. There is appropriated for each fiscal year, beginning with the fiscal 
year ending June 30, 1959, an amount equal to the marketing assessments col- 
lected under the provisions of this Act. Such sums shall be maintained in a 
separate fund and shall be used by the Board only to accomplish the purposes 
and policies of this Act and for the administrative expenses of the Board. 
The sums appropriated under this section shall, notwithstanding the provisions 
of any other law, continue to remain available for the purposes of this Act 
until expended. All sums collected by the Commissioner of Internal Revenue 
under the provisions of this Act shall be credited as received to a special 
account without fiscal year limitation set up for the use of the Board. Such 
funds, including any other funds of the Board, borrowed or otherwise, which 
may be in any such special account, shall be available for use by the Board 
in carrying out the purposes and policies of this Act and for the administrative 
expenses of the Board. The Board may expend such funds for such purposes, 
at such times, in such manner, and in such amounts consistent with the provisions 
of this Act, as the Board finds will effectuate the purposes of this Act. 

Sec. 53. The Secretary of the Treasury is authorized and directed upon re- 
quest of the Board to establish one or more special accounts without fiscal year 
limitation for the use of the Board. 


marketing 
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Sec. 54. All imports of milk, butterfat, and dairy products shall be subject 
to the collection of marketing assessments at the same rates as those collected 
from domestic producers. The Secretary of the Treasury shall collect the 
marketing assessments on imports at the time of importation. The laws and 
regulations applicable to the import tax on sugar imposed by section 4501 (b) 
of the Internal Revenue Code of 1954 shall, insofar as applicable and not 
inconsistent with this Act, be applicable to the collection of the marketing 
assessments on imports. All funds so collected shall be credited as received 
to the special account of the Board and shall be available for use by the Board 
in the manner and for the purposes above mentioned. Rules and regulations 
governing the collection and payment of such fees shall be prescribed by the 


Secretary of the Treasury. 


MARKETING ALLOTMENT PROGRAMS 


2» 


Sec. 55. The provisions of sections 55 through 63 shall be applicable only to 
marketing years when a marketing allotment program is required or in effect 
under this Act. 

Sec. 56. In the event the marketing assessment established by the Board for 
any marketing year would exceed 25 cents per hundredweight of milk, the 
Board shall set up and put into effect for such year a marketing allotment 
program operated and financed in the manner hereinafter authorized. 

Sec. 57. The Board shall establish a base for each producer desiring to market 
milk or butterfat. Bases shall be assigned to producers, including partnerships, 
corporations, or other business entities, and not to herds or farms. The Board 
shall provide by rules or regulations for the transfer of bases in whole or in 
part, for the assignment of bases to new producers, for the equitable adjust- 
ment of bases to avoid hardship, for such other adjustments consistent with 
the objectives of this Act as the Board deems appropriate, including adjustments 
for deficit production areas, and for such other matters as may be necessary 
or appropriate to set up and operate effectively and efficiently the programs 
herein authorized. In allocating such bases the Board shall take into consid- 
eration historical production, trends, abnormal production during the historical 
period, and such other factors as may be appropriate to carry out such alloca- 
tion in an equitable and practical manner. Bases established by the Board 
shall continue in effect from year to year until terminated by the Board, but 
such bases shall be subject to modification and adjustments from time to time 
by the Board. 

Sec. 58. Persons required to withhold and report marketing assessments shall 
make such additional reports as the Board may prescribe by rule or regulation 
relating to the volume of milk marketed by each producer. The Board shall 
have authority to make such investigations, inspections, and audits of the 
records of any such person as may be necessary to enable it to carry out and 
enforce effectively the objectives of this Act. 

Sec. 59. The Board shall estimate and announce annually, as far in advance 
of the beginning of the applicable marketing year as is practicable, (1) the 
estimated supply for such marketing year; (2) the total quantity of milk and 
dairy products which can be marketed during such marketing year at prices 
equal to or above the stabilization price levels for such year; (8) the total 
quantity of milk and dairy products which can be sold or otherwise disposed 
of at prices less than the stabilization price levels for such year but which 
will provide a net return above the cost of handling; (4) the total quantity 
of milk and dairy products to be sold, donated, or otherwise disposed of during 
such year at a net loss below the cost of handling; (5) the amount by which 
storage stocks, reserves, and set-asides will be increased or decreased during 
such year; (6) the value of the milk and dairy products in items numbered 1 
through 5 above including negative values where applicable; and (7) such 
other matters as the Board deems appropriate to carry out the objectives of 
this Act. The estimates of the Board may be varied before the close of the 
marketing year for which they are applicable in the same manner in which 
announcements of stabilization price levels may be varied. 

Sec. 60. The Board shall annually allocate to producers holding bases estab- 
lished by the Board the available markets for the applicable marketing year. 
Such allocations may be expressed in terms of percentage of base. 

Sec. 61. The Board shall provide for the issuance of marketing certificates 
covering the marketing allocations of each producer. 

Sec. 62. The Board may establish one or more marketing assessment rates for 
milk or butterfat marketed in any marketing year when a marketing allotment 
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program is in effect. Such rates may be varied as between milk or butterfat 
marketed under marketing certificates and that marketed without such certifi- 
cates. 

Sec. 63. Marketing allotment programs set up by the Board shall be suspended 
or terminated by the Board whenever the marketing assessment established by 
the Board for any marketing year would not exceed 25 cents per hundredweight 
of milk. If for any subsequent marketing year such assessment would exceed 
that amount, then a marketing allotment program shall be operated for each 
such marketing year. 

MISCELLANEOUS 


Sec. 64. The latest available statistics of the Federal Government shall be used 
in making the findings and determinations required to be made under this Act. 
Such statistics and other information of the Federal Government, and of its 
departments and agencies, as may be necessary or appropriate to enable the 
Board to carry out effectively the purposes of this Act, shall be made available 
to the Board. 

Sec. 65. Office space for the central office of the Board shall be provided by the 
Department of Agriculture, if the Board requests the use of such space. 

Sec. 66. The provisions of the Federal Property and Administrative Services 
Act of 1949 (Public Law 152, EHighty-first Congress) ; section 3709 of the Revised 
Statutes (41 U. S. C. 5), as amended; the Walsh-Healey Public Contracts Act 
(41 U. S. C. 35-45) ; section 3741 of the Revised Statutes (41 U. S. C. 22); and 
sections 431 and 432 of title 18 of the United States Code (18 U. 8. C. 431, 482) 
shall not be applicable to contracts, purchases, sales, or payments made under 
this Act. 

Sec. 67. If any provision of this Act or the application thereof to any person, 
circumstance, commodity, or product is held invalid, the validity of the remainder 
of this Act and the application thereof to other persons, circumstances, com- 
modities, or products, shall not be affected thereby. 

Sec. 68. All milk and dairy products held by or for the Federal Dairy Stabiliza- 
tion Board and all other assets of the Board, including borrowed money, shall be 
deemed property of the United States and shall be exempt from Federal, State, 
and local property taxes, except that real estate owned by the Board shall be 
subject to nondiscriminatory State and local real estate taxes. The income, obli- 
gations, contracts, and transactions of the Board, including purchases and sales 
made by or for the Board, shall be exempt from all Federal, State, and local taxes, 
licenses, and fees. All activities, contracts, transactions, and operations of the 
Board, its members, executive committee, officers, employees, and agents which 
are authorized by this Act shall be exempt from Federal and State antitrust 
laws. 

Sec. 69. No member of the Board or of the Advisory Committee, nor any other 
person employed or acting in any official capacity in the administration of this 
Act, shall speculate, directly or indirectly, in milk, butterfat, or dairy products, 
or in contracts relating thereto, nor shall any such person accept or receive any 
benefit or gain from any such speculation by others or own or have any beneficial 
interest in any stock or other membership interest in any organization engaged 
in any such speculation. Normal business operations connected with the produe- 
tion, manufacturing, storing, and effective merchandising of milk and dairy prod- 
ucts, Whether hedged or not, shall not be considered speculative within the mean- 
ing of this section. No member of the Board or of the Advisory Committee, nor 
any other person directly or indirectly connected with the Board or its activities 
or who shall have access to the files or information of the Board, shall divulge 
any information concerning the Board or its activities, which the Board shall 
have classified as confidential. Any person violating the provisions of this sec- 
tion shall upon conviction thereof be fined not more than $10,000 or imprisoned 
not more than one year, or both. 

Sec. 70. The general penal statutes relating to crimes and offenses against the 
United States, its property, contracts, employees, and operations shall apply with 
respect to the Board, its property, contracts, employees, and operations to the 
extent that such application is not inconsistent with the provisions of this Act. 

Seo. 71. The price-support operations of the Secretary under title TI] of the 
Agricultural Act of 1949 with respect to milk, butterfat, and dairy products shall 
be suspended during the entire period that stabilization operations are carried on 
by the Board under the authority of this Act. 
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REFERENDUM OF MILK PRODUCERS 


Sec. 72. On the second Monday in September 1958, a referendum shall be con- 
ducted by the Secretary to determine whether dairy farmers favor a dairy stabili. 
zation program operated by the Federal Dairy Stabilization Board as herein 
provided or a price-support program operated by the Secretary under title IJ 
of the Agricultural Act of 1949. The Secretary shall prescribe rules governing 
such referendum and shall determine all questions relating thereto. He shalj 
promptly determine and announce the results of the referendum. Producers 
eligible to vote for nominees for appointment to the Federal Dairy Stabilization 
Board shall be eligible to vote in such referendum. 

Sec. 73. If a majority of those voting in the referendum provided for in the 
above section favor a price-support program operated by the Federal Dairy Stabili- 
zation Board as herein provided, then the stabilization operations of the Board 
and the collection of the marketing assessments shall begin April 1, 1959. The 
price-support operations of the Secretary under title I] of the Agricultural Act 
of 1949 shall thereupon be suspended as provided in section 71 of this Act. 

Sec. 74. If a majority of those voting in the referendum above provided favor a 
price-support program operated by the Secretary under title Il of the Agricul- 
tural Act of 1949, then the Secretary shall continue to make available to producers 
price support for milk, butterfat, and the products of milk and butterfat, under 
title II of said Act, and the provisions of the Federal Dairy Stabilization Act 
of 1958 shall cease to be effective. 

Sec. 75. The decision of the Secretary in all matters relating to the referendum 
above provided shall be final. 

Sec. 76. In order to provide a definite program for the purpose of such referen- 
dum, the Board is directed, in the event the dairy-stabilization program herein 
provided is approved and notwithstanding any other provisions of this Act, to 
support prices to producers for milk and butterfat for the marketing year begin- 
ning April 1, 1959, at 90 per centum of the parity price therefor, using the mann- 
facturing milk parity-equivalent formula originally used under the Agricultural 
Act of 1949, and the marketing assessment for such marketing year shall be 25 
cents per hundredweight of milk or milk equivalent. ‘Thereafter the stabilization 
levels and the amount of the marketing assessments shall be determined annually 
as herein provided. The provisions of this Act relating to variations in annual 
stabilization levels and marketing assessment rates in emergency cases shall be 
applicable to the stabilization levels and marketing-assessment rates prescribed 
in this section. 

Sec. 77. Dairy stabilization programs operated by the Federal Dairy Stabiliza- 
tion Board shall be subject to a referendum to determine whether such programs 
shall be continued or terminated, if ten per centum or more of the milk producers 
eligible to vote in referendums under this Act shall petition the Secretary in 
writing for such referendum. Upon receipt of a qualified petition, the Secretary 
shall conduct such referendum and determine and announce the results thereof. 

Sec. 78. If a majority of those voting in the referendum provided for in the 
above section favor a price-support program operated by the Federal Dairy Stabil- 
ization Board, then the stabilization operations of the Board and the collection 
of the marketing assessments shall be continued. If a majority of those voting 
in the referendum provided for in the above section favor discontinuing the stabil- 
ization operations of the Board, then the Secretary shall make available to pro- 
ducers price support for milk, butterfat, and the products of milk and butterfat 
under title II of the Agricultural Act of 1949. Upon the reinstitution of such 
price supports by the Secretary, the stabilization operations of the Board shall 
cease and no further marketing assessments shall be collected. All assets of the 
Board shall be transferred to the Secretary for liquidation. Any assets remain- 
ing after the payment of all obligations of the Board shall be available to the 
Secretary for use in connection with such price-support operations. 
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[H. R. 10129, 85th Cong., 2d sess. ] 


A BILL To provide for a national self-help dairy stabilization program and to provide for 
an adequate balanced and orderly flow of milk and dairy products in interstate and 
foreign commerce, and for other purposes 


Be it enacted by the Senate and House of Re pres ntatirves of ths Hntted Adadoe 
of America in Congress assembled, That this Act may be cited as the “Dairy 
Stabilization Act of 1958”. 

LEGISLATIVE FINDINGS 


Sec. 2. Milk and dairy products are an important source of the Nation's total 
supply of food for domestic consumption and for export. They are marketed 
on nationwide markets, and substantial quantities thereof. in both raw and 
processed form, move in interstate and foreign commerce. Recurring seasonal 
and periodic surpluses and shortages, impaired purchasing power and financial 
instability of milk producers, unnecessarily high prices to consumers for essen- 
tial foods, disorderly marketing practices, economic strife, and congestion in 
storage, transportation, processing, and other handling facilities adversely utfect 
farm credit, disorganize and disrupt the agricultural and general economy of 
the United States, impinge on the public welfare, impair the national] security. 
and burden interstate and foreign commerce. The production and marketing 
of milk and dairy products is affected with a public interest, directly affects the 
welfare and security of the Nation, and is attended with substantial and far 
reaching consequences to interstate and foreign commerce, All marketing of 
milk and dairy products is either in the current of interstate or foreign com- 
merce or directly affects such commerce. That part which enters directly into 
the current of interstate or foreign commerce cannot be effectively regulated 
without regulating also that part which is marketed within the State of produc 
tion. The intrastate production and marketing of milk and dairy products is 
in competition with the production and marketing of milk and dairy products 
for interstate and foreign commerce. 


DECLARATION OF POLICY 


Sec. 3. It is hereby declared to be the policy of the Congress (a) to provide 
an adequate, balanced, and orderly flow of milk and dairy products in inter- 
state and foreign commerce; (b) to promote the effective merchandizing of milk 
and dairy products in interstate and foreign commerce: (c¢) to develop an im- 
proved, orderly, and stabilized market for milk and dairy products which are 
marketed in interstate or foreign commerce, or so as to affect such commerce: 
(d) to protect the security and welfare of the Nation by maintaining adequate 
domestic production and supplies of milk and dairy products and by keeping 
the national agricultural resources permanently productive and reasonably ad- 
justed to current demand; (e) to stabilize the prices of milk and dairy products 
at levels which will assure adequate supplies of milk and dairy products and 
provide a fair return to the producers of milk and butterfat commensurate with 
the cost of production, taking into consideration the investment and risk in- 
volved, and the labor of the producer and his family: (f) to protect the interest 
of consumers by maintaining a stabilized, continuous, and adequate supply of 
milk and dairy products at fair prices; and (g) to provide a self-financing SYs- 
tem of price stabilization and production adjustment for milk and dairy products. 


GENERAL DEFINITIONS 


Sec. 4. For the purposes of this Act 

(a) The terms “interstate commerce” and “foreign commerce” include the 
movement of milk and dairy products in commerce between any State or the 
District of Columbia and any place outside thereof, or within the District of 
Columbia, or between any Territory or possession which is included within the 
operaton of this Act by the action of the Board and any place outside thereof. 
or Within any such Territory or possession. 

(b) The term “affect interstate or foreign commerce” means, among other 
things, to burden, obstruct, impede, or otherwise affect interstate or foreign 
commerce, the free and orderly flow thereof, or the production, storing, process- 
ing, marketing, or transportation of milk and dairy products for or in such com- 
merce or after transportation therein. 
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(c) “United States” means the several States, the District of Columbia, and 
any Territory or possession of the United States which the Board determines 
should be included in the operation of this Act. The term “States” includes any 
State, the District of Columbia, and any Territory or possession which the Board 
includes within the term “United States.” The provisions of this Act shall apply 
to the United States as herein defined, except that the powers and authority 
of the Board may be exercised in other areas and in foreign countries in con- 
nection with the sale or other disposal of milk, butterfat, and dairy products. 

(d) “Secretary” means the Secretary of Agriculture, “Department” means 
the United States Department of Agriculture, “Board” means the Federal Dairy 
Stabilization Board, and “Advisory Committee” means the Federal Dairy Ad- 
visory Committee. 

(e) “Person” means an individual, partnership, corporation, association, trust, 
estate, or any other business entity. 

(f) The terms “milk”, “butterfat”, and “dairy products” mean milk and but- 
terfat and the products of milk and butterfat, respectively, including any clasgsi- 
fication, type, or grade thereof; together with such combinations and byprod- 
ucts thereof, and such products manufactured wholly or in part thereof, as may 
be designated by the Board. 

(g) “Marketing year” means the twelve-month period beginning April 1 of 
each year. 

(h) “Estimated supply” for any marketing year shall be (1) the estimated 
carryover at the beginning of such marketing year; plus (2) the estimated pro- 
duction for market in the United States during such marketing year, less the 
estimmated surplus to be acquired by or charged by the Commodity Credit Cor- 
poration during such marketing year as a result of diverted acres; plus (8) 
estimated imports into the United States during such marketing year, less the 
estimated surplus to be acquired by or charged to the Commodity Credit Cor- 
poration during such marketing year as a result of imports. Estimates for mar- 
keting years may be based on statistics or estimates for calendar years, or, in the 
discretion of the Board, calendar year estimates may be used in place of market- 
ing year estimates. 

(i) “Carryover” shall not include the estimated surplus milk or dairy products 
owned or controlled by or charged to the Commodity Credit Corporation, or to 
be acquired by or charged to it, under this Act before the beginning of the mar- 
keting year for which “carryover” is to be estimated. 

(j) “Estimated demand” for any marketing year shall be (1) the estimated 
consumption in the United States during such marketing year; plus (2) esti- 
mated exports during such marketing year; plus (3) an allowance for carry- 
over. In determining estimated demand, estimated disposals of surplus milk or 
dairy products of Commodity Credit Corporation, or by the Board outside of the 
ordinary channels of domestic or foreign trade, shall be excluded. 

(k) The “allowance for carryover” shall be determined by the Board. In 
making this determination, consideration shall be given to the need for maintain 
ing an adequate, dependable, and continuous supply of milk and dairy products. 
The Board shall take into consideration any abnormal conditions present or 
likely to prevail, contingencies related to national security and world supplies, 
and trends in the production, marketing, and utilization of milk and dairy 
products. 

(1) “Milk producer” means any person engaged in the production of milk 
or butterfat for market. A milk producer to be eligible to serve as a member 
of the Board, or to vote for nominees for appointment to the Board, must be 
engaged in the production and marketing of milk or butterfat in commercial 
quantities. 

(m) “Commodity Credit Corporation” shall include the Commodity Credit 
Corporation as now or hereafter constituted and any successor or other Federal 
agency authorized to perform similar services. 


’ 


FEDERAL DAIRY STABILIZATION BOARD 


Sec. 5. There is created in the Department as an independent agency and 
instrumentality of the United States a Federal Dairy Stabilization Board con- 
sisting of fifteen members to be appointed by the President after receiving nomi- 
nations from milk producers as hereinafter provided. Only persons who are 
milk producers, or who are officers of dairy cooperative associations which meet 
the requirements of the Capper-Volstead Act (7 U. 8. C. 291-292), or who are 
officers of federations or marketing agencies in common owned and controlled 
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by such cooperatives, shall be eligible to serve on the Board. Not less than 
eleven of the fifteen members of the Board shall be milk producers. The tem- 
porary impairment of this ratio by the death, resignation, disqualification, or 
removal of producer members, or for other causes, shall not affect the authority 
of the Board to act. 

Sec. 6. In order to secure appropriate regional representation on the Board, 
the United States shall be divided into fifteen Federal dairy districts to be 
designated by the Secretary. In designating such districts, the Secretary shall 
give consideration to (1) complete geographical representation of the United 
States and (2) the importance of dairying in each district. 

Sec. 7. Each Federal dairy district shall be assigned one place on the Board. 
The milk producers in each district shall by ballot select three nominees for the 
place on the Board assigned to their district. Each milk producer shall be 
entitled to submit one name for nominee for the place on the Board to be filled 
from his district. The three candidates receiving the highest number of votes 
for nominee for each respective place on the Board shall be nominees for 
appointment to such place. The Secretary shall conduct all elections for the 
selection of such nominees, prescribe such rules and regulations as he may con- 
sider necessary in the administration of the duties assigned to him under this 
Act, determine all questions involving the qualifications of such nominees, 
members of the Board, or milk producers, resolve all tie votes for such nomi- 
nees, and certify such nominees to the President. The decision of the Secre- 
tary in all such matters shall be final. The three nominees so selected for 
each place on the Board shall be received and considered by the President in 
making appointments to the respective places on the Board for which such 
nominees were selected. In making appointments to the Board, the President 
shall give due consideration to securing an equitable representation of the 
various forms in which milk and its products are sold. 

Sec. &. The first appointments to the Board shall be equally divided between 
two-, four-, and six-year terms, respectively, as designated by the President; 
and thereafter each member shall be appointed for a term of six years. Terms 
of Board members shall be based on calendar years and shall expire on the 
8lst day of December of the last calendar year of the appointment. Each 
member shall hold office for the term of his appointment and until his sue- 
cessor shall have been appointed and shall have taken office. Board members 
may be removed for cause or ineligibility by the President. Vacancies on the 
Board may be filled for the unexpired terms by appointment by the President, 
taking into consideration the nominees from which the original appointment 
was made, or, in the discretion of the President, in the manner herein pre- 
scribed for the appointment of members for a regular term. Vacancies on the 
Board shall not impair the power of the remaining members to exercise all the 
powers of the Board, except that in no event shall the Board be empowered to 
act unless eight or more places on the Board are filled. Each member of the 
Board, other than the Secretary or the Secretary’s representative, shall receive 
a per diem of $50 for each day’s attendance at meetings of the Board and while 
traveling to and from said meetings, but not to exceed a total of $2,500 in any 
one year, together with actual, necessary travel subsistence, and other expenses 
incurred in the discharge of his official duties without regard to other laws 
with respect to allowances which may be made on account of travel and sub- 
sistence expenses of officers and employed personnel of the United States. The 
Secretary, or an official of the Department designated by him, shall be an ex 
officio member of the Board. He shall meet and confer with the Board but 
shall not be entitled to vote. 

Sec. 9. The Board shall meet annually on the second Monday in January and 
at other times upon call of the Chairman. In addition, special meetings of the 
Board may be called at any time by a majority of the members of the Board 
in office, or by the Secretary. The Board shall meet at least once in each 
calendar quarter of each year. 

Sec. 10. The Chairman of the Board shall be selected by the Board. He shall 
hold office for a term of two calendar years and until his successor shall have 
been selected and shall have taken office. Vacancies in the office of the Chairman 
of the Board shall be filled for the unexpired term by the Board. 

Sec. 11. A majority of the members of the Board in office shall constitute a 
quorum, and action may be taken by a majority vote of those present at any 
reguiar or special meeting at which a quorum is present. The findings and 
determinations of the Board made under the authority of this Act shall be 
final and conclusive. The Board may adopt, alter, and use an official seal which 





370 DAIRY PRODUCTS PRICE SUPPORT 


shall be judicially noticed. It may adopt rules and regulations governing the 
manner in which its business may be conducted and its powers may be exercised, 

Sec. 12. The Board may sue and be sued in the same manner, in the same 
courts, and to the same extent that the Commodity Credit Corporation may sue 
and be sued; and the laws, rules, and decisions applicable to suits by or against 
that corporation shall be applicable to suits by or against the Board. The Board 
shall be entitled to the use of the United States mails in the same manner and 
upon the same conditions as the Commodity Credit Corporation. 

Sec. 13. The Board may select an executive committee of five from among its 
members and delegate to it any power or authority of the Board, except the 
power to set price stabilization levels, the amount of the marketing assessment 
herein provided for, or the total quantity of milk and butterfat which may be 
marketed under marketing certificates. Not less than three of the five members 
of the executive committee shall be milk producers. The temporary impairment 
of this ratio by the death, resignation, disqualification, or removal of producer 
members, or for other causes, shall not affect the authority of the committee to 
act. Members of the executive committee shall be paid their actual, necessary 
travel, subsistence, and other expenses incurred in the discharge of their official 
duties, without regard to other laws with respect to allowances which may be 
made on account of travel and subsistence expenses of officers and employed 
personnel of the United States and, in addition to their compensation as members 
of the Board, may be paid a per diem in such amounts and for such days as the 
Board may prescribe. Vacancies on the executive committee may be filled by the 
Board. Vacancies on the committee shall not impair the power of the remaining 
members to exercise all the powers of the committee provided a quorum remains. 
Three members of the committee shall constitute a quorum. The Chairman of 
the Board shall be a member of the executive committee and its Chairman, 
Meetings of the executive committee may be called by the Chairman, a majority 
of the members of the committee in office, or by the Secretary. The Secretary, 
or an official of the Department designated by him, shall be an ex officio member 
of the executive committee. He shall meet and confer with the executive com- 
mittee but shall not be entitled to vote or to receive expenses or per diem. 

Sec. 14. The Board may enter into and carry out such contracts or agreements 
as are necessary or desirable in the conduct of its business. State and local laws 
or rules shall not be applicable with respect to contracts or agreements of the 
Board, or the parties thereto, to the extent that such contracts or agreements 
provide that such laws or rules shall not be applicable. 

Sec. 15. The Board may, either directly or through such corporations, stabiliza- 
tion corporations, brokers, agents, or persons as it may designate, acquire, hold, 
store, warehouse, manufacture, process, service, package, advertise, sell and 
transport, or otherwise acquire, handle or dispose of, milk and dairy products 
in raw or processed form, or in the form of warehouse receipts, or contracts te 
buy or sell, and may contract for plants, facilities, and services needed to accom- 
plish such purposes. 

Sec. 16. The Board shall have the power to acquire, hold, improve, repair, 
modify, encumber, lease, use, and dispose of real or personal property, or any 
right or interest therein, which may be necessary or appropriate to the conduct 
of its business. 

Sec. 17. The Board may borrow money and pledge as security any assets 
which it may have, including dairy products. It shall be entitled to borrow from 
the Commodity Credit Corporation, and the Commodity Credit Corporation is 
authorized and directed to loan to it, without security, such amounts as the 
Board may deem necessary to carry out effectively the purposes of this Act: 
Provided, however, That the total amount of all money borrowed from the Com- 
modity Credit Corporation and outstanding at any one time shal! not exceed in 
the aggregate the sum of $350,000,000. The Board may borrow money from any 
other source of credit available to it upon the security of the dairy products 
acquired by it or on the security of other assets or by unsecured loans and may 
issue notes, bonds, and other obligations. Other than the authority to borrow 
from the Commodity Credit Corporation, the Board shall have no authority to 
obligate the United States, and none of its notes, bonds, or other obligations shall 
be guaranteed by or collectible from the United States. Judgments and other 
claims against the Board shall be enforced only against the assets of the Board 
in the same manner as if it were a corporation, and no liability for the debts or 
actions of the Board shall exist against either the United States or any member 
officer, employee, or agent of the Board in his individual capacity. 

Sec. 18. The Board shall determine the character of and the necessity for its 
obligations and expenditures and the manner in which they shall be incurred, 
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allowed, and paid. It may make final and conclusive settlement and adjustment 
of any claims by or against the Board or of the accounts of its officers, employees, 
agents, 4nd contractors. 

Sec. 19. The Board may make such loans and advances of its funds are are 
necessary in the conduct of its business. 

Sec. 20. The Board shall have such other powers as may be necessary or ap- 
propriate for the exercise of the powers vested in it and the effective perform- 
ance of the duties imposed on it by this Act. 

Sec. 21. The Board shall pay interest to the Commodity Credit Corporation 
on all money owed to that Corporation at such rates as may be determined by 
the Secretary of the Treasury to represent the cost of money to the Government, 
taking into consideration the terms for which such amounts are loaned to the 
Board. 

Sec. 22. The Board is authorized to use in its business all funds or other 
assets in its possession, including net earnings and borrowed money. 

Sec. 23. The Board may appoint such committees and officers and employ such 
personnel as it may deem necessary for the conduct of its business, fix the 
amount of and pay their compensation, define their authority and duties, and 
delegate to them, or to such corporations, stabilization corporations, brokers, 
agents, or persons with whom it may contract, such of the powers vested in the 
sjoard as it may determine, except the power to determine price stabilization 
levels, the amount of the marketing assessment herein provided for or the total 
quantity of milk and butterfat which may be marketed under marketing cer- 
tificates. All such committees, officers, and employees, including the executive 
committee, shall be subject to the general supervision and control of the Board. 
The Board may require and pay for bonds for employees, officers, agents, or con- 
tractors. None of the officers, members, or employees of the Board shall be sub- 
ject to the Federal laws and regulations relating to the employment, compensa- 
tion, classification, discharge, or leave, travel, and subsistence allowances, of 
Government employees, except such regulations relating thereto as may be pre- 
scribed by the Board. Subsequent amendments of such laws or regulations 
shall not affect this exemption, unless such amendments shall specifically so 
provide. 

Sec. 24. The Board may, with the consent of the agency concerned, accept and 
utilize, on a compensated or uncompensated basis the officers, employees, services, 
facilities, and information of any agency of the United States or of any State or 
of any political subdivision of any of the foregoing. 

Sec. 25. The Board may, in the conduct of its business, utilize on a contract 
or fee basis any corporation, stabilization corporation, association, agency, per- 
son, commodity exchange, broker, or trade facility. 

Sec. 26. The Board shall at all times maintain complete and accurate minutes 
and books of account. It shall file annually with the Secretary a complete re- 
port of the business of the Board, a copy of which shall be submitted to Con- 
gress. The financial transactions of the Board shall be audited annually by a 
certified public accountant, or firm thereof, in accordance with generally accepted 
principles and procedures applicable to commercial corporate transactions. 
Copies of the audit report shall be submitted to the Secretary and to Congress. 


FEDERAL DAIRY ADVISORY COMMITTEE 


Sec. 27. The Secretary is authorized and directed to appoint a Federal Dairy 
Advisory Committee of twelve members which shall confer with and advise the 
Board concerning the dairy stabilization programs herein authorized. 

Sec. 28. In making appointments to the Advisory Committee the Secretary 
shall give equitable recognition to representation of (1) manufacturers, handlers, 
and distributors of milk and dairy products; (2) consumers; (3) other agri- 
cultural commodities or programs that may be affected by the operation of the 
dairy stabilization program: and (4) other interests which the Secretary deter- 
mines are directly concerned with the operation of this Act. 

Sec. 29. Membership on the Advisory Committee shall be for a term of three 
calendar years, expiring on December 31 of the last year of the term. Each 
member shall hold office for the term of his appointment and until his successor 
shall have been appointed and shall have taken office. Members of the Advisory 
Committee may be removed by the Secretary with or without cause. Vacancies 
may be filled by the Secretary for unexpired terms. Vacancies on the Advisory 
Committee shall not affect the authority of the remaining members to meet and 
perform the functions of the Committee. Original appointments shall be equally 
divided between one-, two-, and three-year terms, as designated by the Secretary. 
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The Secretary, or an official of the Department designated by him, shall be an 
ex officio member of the Advisory Committee. He shall meet and confer with 
the Committee but shall not be entitled to vote. 

Sec. 30. The Advisory Committee shall meet annually on the second Monday 
in January and at other times upon call of the Chairman of the Board. 

Sec. 31. The Chairman of the Advisory Committee shall be selected annually 
by the Committee. 

Sec. 32. A majority of the members of the Committee in office shall constitute 
a quorum, and resolutions and recommendations may be adopted by a majority 
vote of those present at any meeting at which a quorum is present. 

Sec. 33. Members of the Advisory Committee, other than the Secretary or the 
Secretary’s representative, shall be compensated and reimbursed for travel, sub- 
sistence, and other expenses from the funds of the Board for attendance at meet- 
ings of the Advisory Committee at the same rates and in the same manner that 
members of the Board are compensated and reimbursed for attendance at meet- 
ings of the Board. 

PRICE STABILIZATION 


Sec. 34. The Board is authorized and directed to stabilize prices of milk and 
butterfat to producers. Except as otherwise provided in this Act, the amounts, 
terms, types, and conditions of the stabilization operations of the Board, and the 
extent to which such operations are carried out, shall be determined by the 
Board. 

Sec. 35. Stabilized prices to producers for milk and butterfat shall be provided 
by the Board at levels to be established and announced annually by the Board. 
In determining stabilization price levels, the amount of the marketing assess- 
ment, and the prices at which various dairy products will be bought or sold, in 
any marketing year, the Board shall take into consideration (1) the declared 
policy of this Act, (2) the nutritional value of milk and dairy products and the 
importance of such essential foods to the health and general welfare of the 
Nation and to the national defense, (3) the estimated supply of milk and dairy 
products for such marketing year, (4) the estimated demand for milk and dairy 
products for such marketing year, (5) the price support level for feed crops 
which affect the cost of milk production, (6) the estimated costs of producing, 
processing, and marketing milk and dairy products, (7) the relationship which 
the price of milk and dairy products bear to prices for other foods and to hourly 
returns for labor, (8) the hourly returns for the labor of dairy farmers and 
their families, (9) estimated returns to farmers from alternative crops and 
commodities, (10) the general economic condition of dairy farmers and the 
effect of such condition upon the economy of rural communities and of the 
Nation as a whole, (11) the need for maintaining a reasonable relationship be 
tween the prices that farmers receive and the cost of the things that farmers 
buy, and (12) other economic conditions which affect the market for milk and 
dairy products. In making such determinations, the Board may hold such publi¢ 
hearings, with notice, and utilize such studies as it considers necessary to ef- 
fectuate the purposes of this Act. The stabilization levels shall be established 
as of the beginning of the marketing year and shall be on an annual basis. They 
shall be announced as far in advance of the marketing year as is practicable. 
The stabilization levels so announced by the Board shall not thereafter be varied 
before the close of the marketing year for which they are applicable, except that 
in emergency cases, after a public hearing, with notice, the Board may redeter- 
mine the stabilization levels if it finds that conditions have materially changed 
since the announcement was made. A reasonable time, taking into consideration 
the character of the emergency, shall be allowed by the Board before any rede 
termined stabilization levels are made effective. The Board’s finding and the 
record of the hearing shall be available to the public. 

Sec. 36. Appropriate adjustments and variations may be made by the Board 
in the stabilization prices for different products and for differences in grade, 
type, quality, location, season, and other factors. To determine the stabilized 
price level for any marketing year, the stabilized prices to producers for all com- 
modities prescribed under this Act for such marketing year shall be reduced to 
a common factor, such as milk equivalent, and averaged. 

Sec. 37. In order to stabilize prices for milk and dairy products, the Board 
is authorized and directed to establish and maintain a surplus holding pool. 
The Board shall remove from the ordinary and usual channels of domestic con- 
sumption milk and dairy products which are not absorbed in such channels at 
the prevailing stabilization price levels. In order to accomplish this objective, 
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the Board shall stand ready and willing at all times to purchase domestically 
produced butter, cheddar cheese, and nonfat dry milk solids, together with such 
milk and butterfat and such other dairy products or byproducts as the Board 
may by order designate. Such purchases shall be at price levels which the Board 
determines will return to producers on a general average basis the prevailing 
stabilization levels for milk and butterfat. Appropriate adjustments and differ- 
entials may be made between terminal markets, and between such terminal 
markets and country locations. The Board shall give due consideration to his- 
torical and established differentials in determining such adjustments and differ- 
entials. Purchases may be made either in terminal markets or at country loca- 
tions, Or both, with appropriate adjustments and differentials as above pro- 
vided. The Board may prescribe the terms and conditions under which it will 
make such purchases. The specific purchases to be made and the types and 
grades to be purchased shall be in the discretion of the Board. The Board may 
take physical possession of any milk or any dairy products acquired by it or 
operate through the use of contracts or warehouse receipts in its discretion. 
It may operate on the commodity exchanges to whatever extent it deems appro- 
priate. It may make its purchases and sales and perform its other functions 
through its own staff or through such committees, corporations, stabilization 
corporations, agents, brokers, or persons as it may designate. 

Sec. 38. The Board may sell any milk or any dairy product owned or con- 
trolled by it at any price not prohibited by this section. In determining sales 
policies for any milk or any dairy product intended for use in the ordnary and 
usual channels of domestic consumption, the Board shall give consideration to 
the establishing of such policies with respect to prices, terms, and conditions 
as it determines will not discourage or deter manufacturers, processors, and 
dealers from acquiring and carrying normal inventories of such commodities. 
The Board shall not sell any milk or any dairy product for use in the ordinary 
and usual channels of domestic consumption at less than the current stabiliza- 
tion price therefor. The foregoing restriction shall not apply to (a) sales to 
prevent deterioration or spoilage or to rotate stocks, (b) sales for the purpose 
of establishing claims against any person for wrongful act or violation of con- 
tract, (c) sales for export, (d) sales for use in connection with special promo- 
tional programs to increase consumption, (e) sales for new, secondary, or by- 
product uses, (f) sales for feed, and (g) such other sales as the Board finds 
and determines will not interfere with the purposes of this Act. The Board may 
in its discretion give away, barter for domestic or foreign assets, or sell at 
reduced prices or for foreign currency, any milk or any dairy product in its 
possession or under its control where the use to be made of it is not in the 
ordinary and usual channels of domestic consumption, including sales or gifts 
to the armed services, for school lunches, for school milk programs, to charitable 
institutions, to governmental agencies or institutions, to educational or research 
institutions, for domestic relief, for foreign relief, for export, and to such other 
agencies or for such other purposes as the Board determines will not interfere 
with the purposes of this Act. 

Sec. 39. The Federal Government and the various agencies and instrumentali- 
ties thereof, in connection with programs sponsored by the Government or sup- 
ported in whole or in part by Government funds which call for the distribution 
of food, shall give due consideration to obtaining milk and dairy products from 
the Board. Agencies of the United States Government in connection with relief 
or other distributions or the procuring of materials, equipment, supplies, or 
services in foreign nations, are directed to cooperate with the Board in the dis- 
posal of milk and dairy products by barter or exchange for foreign assets or 
currencies and in the utilization of foreign currencies. 

Sec. 40. The Board is authorized to promote and develop new and expanded 
outlets for milk and dairy products. 

Sec. 41. The operations of the Board in connection with acquiring, trans- 
porting, holding, storing, manufacturing, processing, handling, selling, and dis- 
posing of milk and dairy products may be conducted through regular commer- 
cial channels, and due consideration shall be given by the Board to dislocating 
or disrupting as little as possible, consistent with the purposes of this Act, the 
usual and customary channels of trade. Nothing herein contained shall prevent 
the Board from conducting such operations itself or through a corporation, 
stabilization corporation, broker, agency, or person. 

Sec. 42. After the effective date of this Act, surplus milk or dairy products 
shall not be sold or otherwise disposed of in the ordinary and usual channels 
of domestic trade by the Commodity Credit Corporation or by any other Federal 































374 DAIRY PRODUCTS PRICE SUPPORT 





agency without the express consent of the Board. The purpose of this provision 
is to segregate the surplus milk and dairy products held by the Commodity 
Credit Corporation on the effective date of this Act or subsequently acquired by 
it under this Act. 

Sec. 48. In any marketing year in which surplus milk or dairy products are 
acquired by the Board and in which milk or dairy products are imported into 
the United States from any foreign country, the Board shall be entitled to turn 
over to the Commodity Credit Corporation for disposal as surplus in accordance 
with the provisions of this Act an amount of such surplus dairy products which 
shall not exceed the equivalent of the total amount of such imports, as deter- 
mined by the Board, or, with the consent of the Commodity Credit Corporation, 
the Board may dispose of such surplus dairy products for the account of the 
Commodity Credit Corporation. All loss sustained by the Board in removing 
from the domestic market surplus milk and dairy products in an amount equiva- 
lent to such imports shall be repaid to the Board by Commodity Credit Corpo- 
ration. The Board may exclude from the operation of this section any imported 
dairy products which it determines are not competitive with domestically pro- 
duced milk, butterfat, or dairy products. 

Sec. 44. In any marketing year in which surplus milk or dairy products are 
acquired by the Board and in which the total domestic production of milk or 
butterfat is increased due to diversion from the production of any other crop or 
commodity, including livestock, the production of which is controlled or regulated 
under any Federal agricultural program, the Board shall be entitled to turn 
over to the Commodity Credit Corporation for disposal as surplus in accordance 
with the provisions of this Act an amount of such surplus dairy products which 
shall not exceed the equivalent of the total amount of such increased milk and 
butterfat production, as determined by the Secretary, or, with the consent of 
the Commodity Credit Corporation, the Board may dispose of such surplus for 
the account of the Commodity Credit Corporation. All loss sustained by the 
Board in removing from the market surplus milk and dairy products in an 
amount equivalent to the volume of such increased production due to diversion 
shall be repaid to the Board by Commodity Credit Corporation. Such losses 
shall be charged by Commodity Credit Corporation to the price support pro- 
grams of the crops from which such diversion occurred. 









REVIEW BY THE SECRETARY 





Sec. 45. The operations of the Board shall be subject to the supervision and 
control of the Secretary to the following extent and in the following manner. 
Whenever the Secretary shall certify to the Board that there is reason to believe 
the operations of the Board have resulted or will result in prices to producers 
for milk or butterfat or both which are unreasonably high when considered in 
connection with the purpose of this Act, he shall, unless prompt action is taken 
by the Board to remedy the situation, cause a hearing to be held within the 
Department for the purpose of determining such fact. Reasonable notice of 
such hearing shall be given, and all interested parties shall be given an oppor- 
tunity to appear and present evidence, statements, and arguments relevant and 
material to the issues involved, all of which shall be made a part of the record 
of the hearing. The Secretary may prescribe rules and regulations governing 
such hearings. 

Sec. 46. If on the basis of the record of such hearing, the Secretary deter- 
mines that the operations of the Board have resulted or will result in prices to 
producers that are unreasonably high, when considered in connection with the 
purposes of this Act, he shall by order prescribe the stabilization price levels 
which he determines would not be subject to such objection. 

Sec. 47. If the Board shall fail or refuse within a reasonable time to take 
effective action to bring the stabilization price levels in line with the levels or- 
dered, the Secretary may petition the United States Court of Appeals for the 
District of Columbia Circuit for a decree directing the members of the Board 
to take action or to cease and desist from the taking of oertain actions as the 
case may be. The court shall have jurisdiction to enter a decree affirming, 
modifying, or setting aside the order of the Secretary, or to enter such other 
decree as the court may deem equitable. The orders of the court may be et- 
forced by contempt proceedings. Any order issued by the Secretary as above 
provided may be appealed by the Board to the said court and shall thereupon 
he subject to review by the court. 
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MARKETING ASSESSMENT 


Sec. 48. The cost of operating the stabilization program and of regulating 
the marketing of milk and dairy products in interstate and foreign commerce, 
or so as to affect such commerce, as herein provided, shall be paid by the milk 
producers and importers marketing milk, butterfat, or dairy products in such 
commerce, or so as to affect such commerce, in proportion to the milk, butterfat, 
and dairy products so marketed by them. Thus the cost of developing and 
maintaining an orderly, stabilized, and improved market will be charged directly 
to those using the improved market and sharing in its benefits and to them only ; 
and the amount paid by each will be directly related to the use made of the im- 
proved market. Marketing assessments in amounts sufficient to cover the costs 
of the program, as determined by the Board in accordance with the estimated 
requirements of the program for each marketing year, are hereby assessed 
against and shall be collected from each producer and importer who sells milk, 
butterfat, or dairy products in interstate or foreign commerce or so as to affect 
such commerce. The marketing assessments shall be established on an annual, 
marketing year basis. They shall be announced by the Board as far in advance 
of the beginning of the marketing year as is practicable. The assessments so 
announced shall not thereafter be varied before the close of the marketing year 
for Which they are applicable, except that in emergency cases, the Board may 
redetermine such marketing assessments in the same manner that stabilization 
price levels may be redetermined in emergency cases. Every person purchasing 
milk, butterfat, or dairy products from a producer (except purchases by con- 
sumers for other than commercial uses), shall withhold from the purchase price 
an amount equal to the marketing assessment and shall remit the same to the 
Commissioner of Internal Revenue. For the purposes of this section, milk, 
butterfat, or dairy products delivered by a producer to a cooperative association 
of producers shall be subject to the marketing assessment upon such delivery. 
Returns shall be filed and remittances made monthly by such purchasers in 
accordance with rules prescribed by the Commissioner. 

Sec. 49. Producers holding licenses or permits issued by Federal. State, or 
local agencies authorizing them to sell milk, butterfat, or dairy products directly 
to consumers shall file returns and pay the marketing assessment on all sales 
made by them to consumers for other than commercial uses. 

Sec. 50. The Commissioner of Internal Revenue shall collect the marketing 
assessments provided for herein and shall prescribe such rules and regulations 
as may be necessary to accomplish that purpose. 

Sec. 51. The collection of the marketing assessments shall be enforced in the 
same manner that the collection of the taxes on employees under the Federal 
Insurance Contributions Act is enforced, and the remedies, penalties, and pun- 
ishments provided by law or regulations for enforcement of such employee taxes 
shall, insofar as applicable and not inconsistent with the provisions of this 
Act, be applicable to the collection and enforcement of the marketing assess- 
ments. 

Sec. 52. There is appropriated for each fiscal year, beginning with the fiscal 
year ending June 30, 1959, an amount equal to the marketing assessmeuts col- 
lected under the provisions of this Act. Such sums shall be maintained in a 
separate fund and shall be used by the Board only to accomplish the purposes 
and policies of this Act and for the administrative expenses of the Board. The 
sums appropriated under this section shall, notwithstanding the provisions of 
any other law, continue to remain available for the purposes of this Act until 
expended. All sums collected by the Commissioner of Internal Revenue under 
the provisions of this Act shall be credited as received to a special account with- 
out fiscal year limitation set up for the use of the Board. Such funds, including 
any other funds of the Board, borrowed or otherwise, which may be in any such 
special account, shall be available for use by the Board in carrying out the 
purposes and policies of this Act and for the administrative expenses of the 
Board. The Board may expend such funds for such purposes, at such times, in 
such manner, and in such amounts consistent with the provisions of this Act, 
as the Board finds will effectuate the purposes of this Act. 

Sec. 58. The Secretary of the Treasury is authorized and directed upon re- 
quest of the Board to establish one or more special accounts without fiscal year 
limitation for the use of the Board. 

Sec, 54. All imports of milk, butterfat, and dairy products shall be subject 
to the collection of marketing assessments at the same rates as those collected 
from domestic producers. The Secretary of the Treasury shall collect the 
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marketing assessments on imports at the time of importation. The laws and 
regulations applicable to the import tax on sugar imposed by section 4501 (b) 
of the Internal Revenue Code of 1954 shall, insofar as applicable and not in- 
consistent with this Act, be applicable to the collection of the marketing assess- 
ments on imports. All funds so collected shall be credited as received to the 
special account of the Board and shall be available for use by the Board in the 
manner and for the purposes above mentioned. Rules and regulations governing 
the collection and payment of such fees shall be prescribed by the Secretary of 
the Treasury. 

MARKETING ALLOTMENT PROGRAMS 


Sec. 55. The provisions of sections 55 through 63 shall be applicable only 
to marketing years when a marketing allotment program is required or in effect 
under this Act. 

Sec. 56. In the event the marketing assessment established by the Board 
for any marketing year would exceed 25 cents per hundredweight of milk, 
the Board shall set up and put into effect for such year a marketing allotment 
program operated and financed in the manner hereinafter authorized. 

Sec. 57. The Board shall establish a base for each producer desiring to market 
milk or butterfat. Bases shall be assigned to producers, including partnerships, 
corporations, or other business entities, and not to herds or farms. The Board 
shall provide by rules or regulations for the transfer of bases in whole or in 
part, for the assignment of bases to new producers, for the equitable adjustment 
of bases to avoid hardship, for such other adjustments consistent with the 
objectives of this Act as the Board deems appropriate, including adjustments 
for deficit production areas, and for such other matters as may be necessary 
or appropriate to set up and operate effectively and efficiently the programs 
herein authorized. In allocating such bases the Board shall take into considera- 
tion historical production, trends, abnormal production during the historical 
period, and such other factors as may be appropriate to carry out such alloca- 
tion in an equitable and practical manner. Bases established by the Board shall 
continue in effect from year to year until terminated by the Board, but such 
bases shall be subject to modification and adjustments from time to time by 
the Board. 

Sec. 58. Persons required to withhold and report marketing assessments shall 
make such additional reports as the Board may prescribe by rule or regulation 
relating to the volume of milk marketed by each producer. The Board shall 
have authority to make such investigations, inspections, and audits of the records 
of any such person as may be necessary to enable it to carry out and enforce 
effectively the objectives of this Act. 

Sec. 59. The Board shall estimate and announce annually, as far in advance 
of the beginning of the applicable marketing year as is practicable, (1) the 
estimated supply for such marketing year; (2) the total quantity of milk and 
dairy products which can be marketed during such marketing year at prices 
equal to or above the stabilization price levels for such year; (3) the total 
quantity of milk and dairy products which can be sold or otherwise disposed of 
at prices less than the stabilization price levels for such year but which will 
provide a net return above the cost of handling; (4) the total quantity of milk 
and dairy products to be sold, donated, or otherwise disposed of during such 
year at a net loss below the cost of handling; (5) the amount by which storage 
stocks, reserves, and set-asides will be increased or decreased during such year; 
(6) the value of the milk and dairy products in items numbered 1 through 5 
above including negative values where applicable; and (7) such other matters 
as the Board deems appropriate to carry out the objectives of this Act. The 
estimates of the Board may be varied before the close of the marketing year 
for which they are applicable in the same manner in which announcements of 
stabilization price levels may be varied. 

Sec. 60. The Board shall annually allocate to producers holding bases estab- 
lished by the Board the available markets for the applicable marketing year. 
Such allocations may be expressed in terms of percentage of base. 

Sec. 61. The Board shall provide for the issuance of marketing certificates 
covering the marketing allocations of each producer. 

Sec. 62. The Board may establish one or more marketing assessment rates 
for milk or butterfat marketed in any marketing year when a marketing allot 
ment program is in effect. Such rates may be varied as between milk or butter- 
fat marketed under marketing certificates and that marketed without such 
certificates. 
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Sec. 63. Marketing allotment programs set up by the Board shall be sus- 
pended or terminated by the Board whenever the marketing assessment estab- 
lished by the Board for any marketing year would not exceed 25 cents per 
hundredweight of milk. If for any subsequent marketing year such assessment 
would exceed that amount, then a marketing allotment program shall be oper- 
ated for each such marketing year. 


MISCELLANEOUS 


Sec. 64. The latest available statistics of the Federal Government shall be 
used in making the findings and determinations required to be made under 
this Act. Such statistics and other information of the Federal Government, and 
of its departments and agencies, as may be necessary or appropriate to enable 
the Board to carry out effectively the purposes of this Act, shall be made avail- 
able to the Board. 

Sec. 65. Office space for the central office of the Board shall be provided by 
the Department of Agriculture, if the Board requests the use of such space. 

Sec. 66. The provisions of the Federal Property and Administrative Services 
Act of 1949 (Public Law 152, Eighty-first Congress) ; section 3709 of the Revised 
Statutes (41 U. 8S. C. 5), as amended; the Walsh-Healey Public Contracts Act 
(41 U. S. C. 35-45) ; section 3741 of the Revised Statutes (41 U. 8. C. 22); and 
sections 431 and 4382 of title 18 of the United States Code (18 U. S. C. 431, 
432) shall not be applicable to contracts, purchases, sales, or payments made 
under this Act. 

Sec. 67. If any provision of this Act or the application thereof to any person, 
circumstance, commodity, or product is held invalid, the validity of the re- 
mainder of this Act and the application thereof to other persons, circumstances, 
commodities, or products, shall not be affected thereby. 

Sec. 68. All milk and dairy products held by or for the Federal Dairy Stabili- 
zation Board and all other assets of the Board, including borrowed money, 
shall be deemed property of the United States and shall be exempt from Fed- 
eral, State, and local property taxes, except that real estate owned by the 
Board shall be subject to nondiscriminatory State and local real estate taxes. 
The income, obligations, contracts, and transactions of the Board, including 
purchases and sales made by or for the Board, shall be exempt from all Federal, 
State, and local taxes, licenses, and fees. All activities, contracts, transactions, 
and operations of the Board, its members, executive committee, officers, em- 
ployees, and agents which are authorized by this Act shall be exempt from 
Federal and State antitrust laws. 

Sec. 69. No member of the Board or of the Advisory Committee, nor any other 
person employed or acting in any official capacity in the administration of this 
Act, shall speculate, directly or indirectly, in milk, butterfat, or dairy products, 
or in contracts relating thereto, nor shall any such person accept or receive 
any benefit or gain from any such speculation by others or own or have any 
beneficial interest in any stock or other membership interest in any organization 
engaged in any such speculation. Normal business operations connected with 
the production, manufacturing, storing, and effective merchandising of milk and 
dairy products, whether hedged or not, shall not be considered speculative within 
the meaning of this section. No member of the Board or of the Advisory Com- 
mittee, nor any other person directly or indirectly connected with the Board or 
its activities or who shall have access to the files or information of the Board, 
shall divulge any information concerning the Board or its activities which the 
Board shall have classified as confidential. Any person violating the provisions 
of this section shall upon conviction thereof be fined not more than $10,000 or 
imprisoned not more than one year, or both. 

Sec. 70. The general penal statutes relating to crimes and offenses against 
the United States, its property, contracts, employees, and operations shall apply 
with respect to the Board, its property, contracts, employees, and operations to 
the extent that such application is not inconsistent with the provisions of this 
Act. 

Sec. 71. The price support operations of the Secretary under title II of the 
Agricultural Act of 1949 with respect to milk, butterfat, and dairy products 
shall be suspended during the entire period that stabilization operations are 
carried on by the Board under the authority of this Act. 
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REFERENDUM OF MILK PRODUCERS 


Sec. 72. On the second Monday in September 1958, a referendum shall be 
conducted by the Secretary to determine whether dairy farmers favor a dairy 
stabilization program operated by the Federal Dairy Stabilization Board as 
herein provided or a price support program operated by the Secretary under 
title II of the Agricultural Act of 1949. The Secretary shall prescribe rules 
governing such referendum and shall determine all questions relating thereto, 
He shall promptly determine and announce the results of the referendum, 
Producers eligible to vote for nominees for appointment to the Federal Dairy 
Stabilization Board shall be eligible to vote in such referendum. 

Sec. 73. If a majority of those voting in the referendum provided for in the 
above section favor a price-support program operated by the Federal Dairy 
Stabilization Board as herein provided, then the stabilization operations of 
the Board and the collection of the marketing assessments shall begin April 1, 
1959. The price-support operations of the Secretary under title II of the 
Agricultural Act of 1949 shall thereupon be suspended as provided in section 71 
of this Act. 

Sec. 74. If a majority of those voting in the referendum above provided 
favor a price support program operated by the Secretary under title II of the 
Agricultural Act of 1949, then the Secretary shall continue to make available 
to producers price support for milk, butterfat, and the products of milk and 
butterfat, under title Il of said Act, and the provisions of the Federal Dairy 
Stabilization Act of 1958 shall cease to be effective. 

Sec. 75. The decision of the Secreary in all matters relating to the referendum 
above provided shall be final. 

Sec. 76. In order to provide a definite program for the purpose of such 
referendum, the Board is directed, in the event the dairy stabilization program 
herein provided is approved and notwithstanding any other provisions of this 
Act, to support prices to producers for milk and butterfat for the marketing 
year beginning Aprii 1, 1959, at 90 per centum of the parity price therefor, 
using the manufacturing milk parity equivalent formula originally used under 
the Agricultural Act of 1949, and the marketing assessment for such marketing 
year shall be 25 cents per hundredweight of milk or milk equivalent. Thereafter 
the stabilization levels and the amount of the marketing assessments shall be 
determined annually as herein provided. The provisions of this Act relating 
to variations in annual stabilization levels and marketing assessment rates 
in emergency cases shall be applicable to the stabilization levels and marketing 
assessment rates prescribed in this section. 

Sec. 77. Dairy stabilization programs operated by the Federal Dairy Stabiliza- 
tion Board shall be subject to a referendum to determine whether such pro- 
grams Shall be continued or terminated, if ten per centum or more of the milk 
producers eligible to vote in referendums under this Act shall petition the 
Secretary in writing for such referendum. Upon receipt of a qualified petition, 
the Secretary shall conduct such referendum and determine and announce 
the results thereof. 

Sec. 78. If a majority of those voting in the referendum provided for in the 
above section favor a price support program operated by the Federal Dairy 
Stabilization Board, then the stabilization operations of the Board and _ the 
collection of the marketing assessments shall be continued. If a majority of 
those voting in the referendum provided for in the above section favor dis- 
continuing the stabilization operations of the Board, then the Secretary shall 
make available to producers price support for milk, butterfat, and the products 
of milk and butterfat under title II of the Agricultural Act of 1949. Upon 
the reinstitution of such price supports by the Secretary, the stabilization onera- 
tions of the Board shall cease and no further marketing assessments shall be 
collected. All assets of the Board shall be transferred to the Secretary for 
liquidation. Any assets remaining after the payment of all obligations of the 
Board shall be available to the Secretary for use in connection with such 
price support operations. 





of 
1 
ts 
m 
‘a- 
he 
or 


he 
ch 


DAIRY PRODUCTS PRICE SUPPORT 379 


[H. R. 10135, 85th Cong., 2d sess.] 


A BILL To provide for a national self-help dairy stabilization program and to provide for 
an adequate balanced and orderly flow of milk and dairy products in interstate and 
foreign commerce, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Dairy 
Stabilization Act of 1958”. 

LEGISLATIVE FINDINGS 


Sec. 2. Milk and dairy products are an important source of the Nation’s 
total supply of food for domestic consumption and for export. They are mar- 
keted on nationwide markets, and substantial quantities thereof, in both raw 
and processed form, move in interstate and foreign commerce. Recurring sea- 
sonal and periodic surpluses and shortages, impaired purchasing power and 
financial instability of milk producers, unnecessarily high prices to consumers 
for essential foods, disorderly marketing practices, economic strife, and con- 
gestion in storage, transportation, processing, and other handling facilities 
adversely affect farm credit, disorganize and disrupt the agricultural and gen- 
eral economy of the United States, impinge on the public welfare, impair the 
national security, and burden interstate and foreign commerce. The production 
and marketing of milk and dairy products is affected with a public interest, 
directly affects the welfare and security of the Nation, and is attended with 
substantial and far reaching consequences to interstate and foreign commerce. 
All marketing of milk and dairy products is either in the current of interstate 
or foreign commerce or directly affects such commerce. That part which enters 
directly into the current of interstate or foreign commerce cannot be effectively 
regulated without regulating also that part which is marketed within the State 
of production. The intrastate production and marketing of milk and dairy 
products is in competition with the production and marketing of milk and dairy 
products for interstate and foreign commerce. 


DECLARATION OF POLICY 


Sec. 3. It is hereby declared to be the policy of the Congress (a) to provide 
an adequate, balanced, and orderly flow of milk and dairy products in interstate 
and foreign commerce; (b) to promote the effective merchandising of milk 
and dairy products in interstate and foreign commerce; (c) to develop an im- 
proved, orderly, and stabilized market for milk and dairy products which are 
marketed in interstate or foreign commerce, or so as to affect such commerce; 
(d) to protect the security and welfare of the Nation by maintaining adequate 
domestic production and supplies of milk and dairy products and by keeping 
the national agricultural resources permanently productive and reasonably 
adjusted to current demand; (e) to stabilize the prices of milk and dairy 
products at levels which will assure adequate supplies of milk and dairy prod- 
ucts and provide a fair return to the producers of milk and butterfat com- 
mensurate with the cost of production, taking into consideration the invest- 
ment and risk involved, and the labor of the producer and his family; (f) to 
protect the interest of consumers by maintaining a stabilized, continuous, and 
adequate supply of milk and dairy products at fair prices; and (g) to provide 
a self-financing system of price stabilization and production adjustment for 
milk and dairy products. 

GENERAL DEFINITIONS 


Sec. 4. For the purposes of this Act 

(a) The terms “interstate commerce” and “foreign commerce” include the 
movement of milk and dairy products in commerce between any State or the 
District of Columbia and any place outside thereof, or within the District of 
Columbia, or between any Territory or possession which is included within 
the operation of this Act by the action of the Board and any place outside 
thereof, or within any such Territory or possession. 

(b) The term “affect interstate or foreign commerce” means, among other 
things, to burden, obstruct, impede, or otherwise affect interstate or foreign 
commerce, the free and orderly flow thereof, or the production, storing, 
processing, marketing, or transportation of milk and dairy products for or in 
such commerce or after transportation therein. 

(c) “United States” means the several States, the District of Columbia, and 
any Territory or possession of the United States which the Board determines 
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should be included in the operation of this Act. The term “States” includes 
any State, the District of Columbia, and any Territory or possession which 
the Board includes within the term “United States.” The provisions of this 
Act shall apply to the United States as herein defined, except that the powers 
and authority of the Board may be exercised in other areas and in foreign 
countries in connection with the sale or other disposal of milk, butterfat, and 
dairy products. 

(d) “Secretary” means the Secretary of Agriculture, “Department” means the 
United States Department of Agriculture, “Board” means the Federal Dairy 
Stabilization Board, and “Advisory Committee” means the Federal Dairy Ad- 
visory Committee. 

(e) “Person” means an individual, partnership, corporation, association, trust, 
estate, or any other business entity. 

(f) The terms “milk”, “butterfat”, and “dairy products” mean milk and butter- 
fat and the products of milk and butterfat, respectively, including any classi- 
fication, type, or grade thereof ; together with such combinations and byproducts 
thereof, and such products manufactured wholly or in part thereof, as may be 
designated by the Board. 

(g) “Marketing year” means the twelve-month period beginning April 1 of 
each year. 

(h) “Estimated supply” for any marketing year shall be (1) the estimated 
carryover at the beginning of such marketing year; plus (2) the estimated pro- 
duction for market in the United States during such marketing year, less the 
estimated surplus to be acquired by or charged by the Commodity Credit Corpor- 
ation during such marketing year as a result of diverted acres; plus (3) esti- 
mated imports into the United States during such marketing year, less the esti- 
mated surplus to be acquired by or charged to the Commodity Credit Corpora- 
tion during such marketing year as a result of imports. Estimates for market- 
ing years may be based on statistics or estimates for calendar years, or, in the 
discretion of the Board, calendar year estimates muy be used in place of mar- 
keting year estimates. 

(i) “Carryover” shall not include the estimated surplus milk or dairy prod- 
ucts owned or controlled by or charged to the Commodity Credit Corporation, or 
to be acquired by or charged to it, under this Act before the beginning of the 
marketing year for which “carryover” is to be estimated. 

(j) “Estimated demand” for any marketing year shall be (1) the estimated 
consumption in the United States during such marketing year; plus (2) estimated 
exports during such marketing year; plus (38) an allowance for carryover. In 
determining estimated demand, estimated disposals of surplus milk or dairy 
products by Commodity Credit Corporation, or by the Board outside of the 
ordinary channels of domestic or foreign trade, shall be excluded. 

(k) The “allowance for carryover” shall be determined by the Board. In 
making this determination, consideration shall be given to the need for main- 
taining an adequate, dependable, and continuous supply of milk and dairy 
products. The Board shall take into consideration any abnormal conditions 
present or likely to prevail, contingencies related to national security and world 
supplies, and trends in the production, marketing, and utilization of milk and 
dairy products. 

(1) “Milk producer” means any person engaged in the production of milk or 
butterfat for market. A milk producer to be eligible to serve as a member of 
the Board, or to vote for nominees for appointment to the Board, must be en- 
gaged in the production and marketing of milk or butterfat in commercial 
quantities. 

(m) “Commodity Credit Corporation” shall include the Commodity Credit 
Corporation as now or hereafter constituted and any successor or other Federal 
agency authorized to perform similar services. 


FEDERAL DAIRY STABILIZATION BOARD 


Sec. 5. There is created in the Department as an independent agency and in- 
strumentality of the United States a Federal Dairy Stabilization Board consist- 
ing of fifteen members to be appointed by the President after receiving nomina- 
tions from milk producers as hereinafter provided. Only persons who are milk 
producers, or who are officers of dairy cooperative associations which mvet the 
requirements of the Capper-Volstead Act (7 U. S. C. 291-292), or who are officers 
of federations or marketing agencies in common owned and controlled by such 
cooperatives, shall be eligible to serve on the Board. Not less than eleven of 
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the fifteen members of the Board shall be milk producers. The temporary 
impairment of this ratio by the death, resignation, disqualification, or removal 
of producer members, or for other causes, shall not affect the authority of the 
Board to act. 

Sec. 6. In order to secure appropriate regional representation on the Board, 
the United States shall be divided into fifteen Federal dairy districts to be des- 
ignated by the Secretary. In designating such districts, the Secretary shall give 
consideration to (1) complete geographical representation of the United States 
and (2) the importance of dairying in each district. 

Sec. 7. Each Federal dairy district shall be assigned one place on the Board. 
The milk producers in each district shall by ballot select three nominees for the 
place on the Board assigned to their district. Each milk producer shall be en- 
titled to submit one name for nominee for the place on the Board to be filled 
from his district. The three candidates receiving the highest number of votes 
for nominee for each respective place on the Board shall be nominees for ap- 
pointment to such place. The Secretary shall conduct all elections for the se- 
lection of such nominees, prescribe such rules and regulations as he may consider 
necessary in the administration of the duties assigned to him under this Act, 
determine all questions involving the qualifications of such nominees, members 
of the Board, or milk producers, resolve all tie votes for such nominees, and 
certify such nominees to the President. The decision of the Secretary in all 
such matters shall be final. The three nominees so selected for each place on 
the Board shall be received and considered by the President in making appoint- 
ments to the respective places on the Board for which such nominees were se- 
lected. In making appointments to the Board, the President shall give due 
consideration to securing an equitable representation of the various forms in 
which milk and its products are sold. 

Sec. 8. The first appointments to the Board shall be equally divided between 
two-, four-, and six-year terms, respectively, as designated by the President ; 
and thereafter each member shall be appointed for a term of six years. Terms 
of Board members Shall be based on calendar years and Shall expire on the 
3lst day of December of the last calendar year of the appointment. Wach 
member shall hold office for the term of his appointment and until his successor 
shall have been appointed and shall have taken office. Board members may 
be removed for cause or ineligibility by the President. Vacancies on the Board 
may be filled for the unexpired terms by appointment by the President, taking 
into consideration the nominees from which the original appointment was made, 
or, in the discretion of the President, in the manner herein prescribed for the 
appointment of members for a regular term. Vacancies on the Board shall 
not impair the power of the remaining members to exercise all the powers of 
the Board, except that in no event shall the Board be empowered to act unless 
eight or more places on the Board are filled. Each member of the Board, 
other than the Secretary or the Secretary’s representative, shall receive a per 
diem of $50 for each day’s attendance at meetings of the Board and while 
traveling to and from said meetings, but not to exceed a total of $2,500 in any 
one year, together with actual, necessary travel subsistence, and other expenses 
incurred in the discharge of his official duties without regard to other laws 
with respect to allowances which may be made on account of travel and sub- 
sistence expenses of officers and employed personnel of the United States. The 
Secretary, or an official of the Department designated by him, shall be an 
ex officio member of the Board. He shall meet and confer with the Board but 
shall not be entitled to vote. 

Sec. 9. The Board shall meet annually on the second Monday in January 
and at other times upon call of the Chairman. In addition, special meetings 
of the Board may be called at any time by a majority of the members of the 
Board in Office, or by the Secretary. The Board shall meet at least once in 
each calendar quarter of each year. 

Sec. 10. The Chairman of the Board shall be selected by the Board. He shall 
hold office for a term of two calendar years and until his successor shall have 
been selected and shall have taken office. Vacancies in the office of the Chair- 
man of the Board shall be filled for the unexpired term by the Board. 

Sec. 11. A majority of the members of the Board in office shall constitute a 
quorum, and action may be taken by a majority vote of those present at any 
regular or special meeting at which a quorum is present. The findings and 
determinations of the Board made under the authority of this Act shall be 
final and conclusive. The Board may adopt, alter, and use an official seal which 
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shall be judicially noticed. It may adopt rules and regulations governing the 
manner in which its business may be conducted and its powers may be exercised, 

Sec. 12. The Board may sue and be sued in the same manner, in the same 
courts, and to the same extent that the Commodity Credit Corporation may sue 
and be sued; and the laws, rules, and decisions applicable to suits by or against 
that corporation shall be applicable to suits by or against the Board. The 
Board shall be entitled to the use of the United States mails in the same manner 
and upon the same conditions as the Commodity Credit Corporation. 

Sec. 13. The Board may select an executive committee of five from among 
its members and delegate to it any power or authority of the Board, except 
the power to set price stabilization levels, the amount of the marketing assess- 
ment herein provided for, or the total quantity of milk and butterfat which 
may be marketed under marketing certificates. Not less than three of the five 
members of the executive committee shall be milk producers. The temporary 
impairment of this ratio by the death, resignation, disqualification, or removal 
of producer members, or for other Causes, shall not affect the authority of the 
committee to act. Members of the executive committee shall be paid their 
actual, necessary travel, subsistence, and other expenses incurred in the dis- 
charge of their official duties, without regard to other laws with respect to 
allowances which may be made on account of travel and subsistence expenses 
of officers and employed personnel of the United States and, in addition to 
their compensation as members of the Board, may be paid a per diem in such 
amounts and for such days as the Board may prescribe. Vacancies on the 
executive committee may be filled by the Board. Vacancies on the committee 
shall not impair the power of the remaining members to exercise all the powers 
of the committee provided a quorum remains. Three members of the com- 
mittee shall constitute a quorum. The Chairman of the Board shall be a 
member of the executive committee and its Chairman. Meetings of the execu- 
tive committee may be called by the Chairman, a majority of the members of 
the committee in office, or by the Secretary. The Secretary, or an official of 
the Department designated by him, shall be an ex officio member of the execu- 
tive committee. He shall meet and confer with the executive committee but 
shall not be entitled to vote or to receive expenses or per diem. 

Sec. 14. The Board may enter into and carry out such contracts or agreements 
as are necessary or desirable in the conduct of its business. State and local 
laws or rules shall not be applicable with respect to contracts or agreements of 
the Board, or the parties thereto, to the extent that such contracts or agree- 
ments provide that such laws or rules shall not be applicable. 

Sec. 15. The Board may, either directly or through such corporations, sta- 
bilization corporations, brokers, agents, or persons as it may designate, acquire, 
hold, store, warehouse, manufacture, process, service, package, advertise, sell 
and transport, or otherwise acquire, handle or dispose of, milk and dairy 
products in raw or processed form, or in the form of warehouse receipts, or 
contracts to buy or sell, and may contract for plants, facilities, and services 
needed to accomplish such purposes. 

Sec. 16. The Board shall have the power to acquire, hold, improve, repair, 
modify, encumber, lease, use, and dispose of real or personal property, or any 
right or interest therein, which may be necessary or appropriate to the conduct 
of its business. 

Sec. 17. The Board may borrow money and pledge as security any assets which 
it may have, including dairy products. It shall be entitled to borrow from the 
Commodity Credit Corporation, and the Commodity Credit Corporation is 
authorized and directed to loan to it, without security, such amounts as the 
soard may deem necessary to carry out effectively the purposes of this Act: 
Provided, however, That the total amount of all money borrowed from the 
Commodity Credit Corporation and outstanding at any one time shall not 
exceed in the aggregate the sum of $350,000,000. The Board may borrow 
money from any other source of credit available to it upon the security of the 
dairy products acquired by it or on the security of other assets or by unsecured 
loans and may issue notes, bonds, and other obligations. Other than the au- 
thority to borrow from the Commodity Credit Corporation, the Board shall 
have no authority to obligate the United States, and none of its notes, bonds, 
or other obligations shall be guaranteed by or collectible from the United States. 
Judgments and other claims against the Board shall be enforced only against 
the assets of the Board in the same manner as if it were a corporation, and no 
liability for the debts or actions of the Board shall exist against either the 
United States or any member, officer, employee, or agent of the Board in his 
individual capacity. 
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Sec. 18. The Board shall determine the character of and the necessity for 
its obligations and expenditures and the manner in which they shall be in- 
eurred, allowed, and paid. It may make final and conclusive settlement and 
adjustment of any claims by or against the Board or of the accounts of its 
officers, employees, agents, and contractors. 

Sec. 19. The Board may make such loans and advances of its funds as are 
necessary in the conduct of its business. 

Sec. 20. The Board shall have such other powers as may be necessary or 
appropriate for the exercise of the powers vested in it and the effective per- 
formance of the duties imposed on it by this Act. 

Sec. 21. The Board shall pay interest to the Commodity Credit Corporation 
on all money owed to that Corporation at such rates as may be determined by 
the Secretary of the Treasury to represent the cost of money to the Government, 
taking into consideration the terms for which such amounts are loaned to 
the Board. 

Sec. 22. The Board is authorized to use in its business all funds or other 
assets in its possession, including net earnings and borrowed money. 

Sec. 23. The Board may appoint such committees and officers and employ 
such personnel as it may deem necessary for the conduct of its business, fix the 
amount of and pay their compensation, define their authority and duties, and 
delegate to them, or to such corporations, stabilization corporations, brokers, 
agents, or persons with whom it may contract, such of the powers vested in the 
Board as it may determine, except the power to determine price stabilization 
levels, the amount of the marketing assessment herein provided for or the 
total quantity of milk and butterfat which may be marketed under marketing 
certificates. All such committees, officers, and employees, including the execu- 
tive committee, shall be subject to the general supervision and control of the 
Board. The Board may require and pay for bonds for employees, officers, 
agents, or contractors. None of the officers, members, or employees of the 
Board shall be subject to the Federal laws and regulations relating to the 
employment, compensation, classification, discharge, or leave, travel, and sub- 
sistence allowances, of Government employees, except such regulations relat- 
ing thereto as may be prescribed by the Board. Subsequent amendments of 
such laws or regulations shall not affect this exemption, unless such amend- 
ments shall specifically so provide. 

Sec. 24. The Board may, with the consent of the agency concerned, accept and 
utilize, on a compensated or uncompensated basis, the officers, employees, serv- 
ices, facilities, and information of any agency of the United States or of any 
State or of any political subdivision of any of the foregoing. 

Sec. 25. The Board may, in the conduct of its business, utilize on a contract or 
fee basis any corporation, stabilization corporation, association, agency, person, 
commodity exchange, broker, or trade facility. 

Sec. 26. The Board shall at all times maintain complete and accurate minutes 
and books of account. It shall file annually with the Secretary a complete report 
of the business of the Board, a copy of which shall be submitted to Congress. 
The financial transactions of the Board shall be audited annually by a certified 
public. accountant, or firm thereof, in accordance with generally accepted prin- 
ciples and procedures applicable to commercial corporate transactions. Coptes 
of the audit report shall be submitted to the Secretary and to Congress. 





FEDERAL DAIRY ADVISORY COM MITTEE 


Sec. 27. The Secretary is authorized and directed to appoint a Federal Dairy 
Advisory Committee of twelve members which shall confer with and advise the 
Board concerning the dairy stabilization programs herein authorized. 

Sec. 28. In making appointments to the Advisory Committee the Secretary shall 
give equitable recognition to representation of (1) manufacturers, hanJciers, and 
distributors of milk and dairy products; (2) consumers: (8) other agricultural 
commodities or programs that may be affected by the operation of the dairy 
stabilization program; and (4) other interests which the Secretary determines 
are directly concerned with the operation of this Act. 

Sec. 29. Membership on the Advisory Committee shall be for a term of three 
calendar years, expiring on December 31 of the last year of the term. Each 
member shall hold office for the term of his appointment and until his succsesor 
shall have been appointed and shall have taken office. Members of the Advisory 
Committee may be removed by the Secretary with or without cause. Vacancies 
mav be filled by the Secretary for unexpired terms. Vacancies on the Advisory 
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Committee shall not affect the authority of the remaining members to meet and 
perform the functions of the Committee. Original appointments shall be equally 
divided between one-, two-, and three-year terms, as designated by the Secretary, 
The Secretary, or an official of the Department designated by him, shall be an 
ex officio member of the Advisory Committee. He shall meet and confer with the 
Committee but shall not be entitled to vote. 

Sec. 30. The Advisory Committee shall meet annually on the second Monday in 
January and at other times upon call of the Chairman of the Board. 

Sec. 31. The Chairman of the Advisory Committee shall be selected annually by 
the Committee. 

Sec. 32. A majority of the members of the Committee in office shall constitute 
a quorum, and resolutions and recommendations may be adopted by a majority 
vote of those present at any meeting at which a quorum is present. 

Sec. 33. Members of the Advisory Committee, other than the Secretary or the 
Secretary's representative, shall be compensated and reimbursed for travel, sub- 
sistence, and other expenses from the funds of the Board for attendance at meet- 
ings of the Advisory Committee at the same rates and in the same manner that 
members of the Board are compensated and reimbursed for attendance at meet- 
ings of the Board. 

PRICE STABILIZATION 


Sec. 34. The Board is authorized and directed to stabilize prices of milk and 
butterfat to producers. Except as otherwise provided in this Act, the amounts, 
terms, types, and conditions of the stabilization operations of the Board, and the 
extent to which such operations are carried out, shall be determined by the 
Board. 

Sec. 35. Stabilized prices to producers for milk and butterfat shall be provided 
by the Board at levels to be established and announced annually by the Board. 
In determining stabilization price levels, the amount of the marketing assess- 
ment, and the prices at which various dairy products will be bought or sold, in 
any marketing year, the Board shall take into consideration (1) the declared 
policy of this Act, (2) the nutritional value of milk and dairy products and the 
importance of such essential foods to the health and general welfare of the 
Nation and to the national defense, (3) the estimated supply of milk and dairy 
products for such marketing year, (4) the estimated demand for milk and dairy 
products for such marketing year, (5) the price support level for feed crops 
which affect the cost of milk production, (6) the estimated costs of producing, 
processing, and marketing milk and dairy products, (7) the relationship which 
the price of milk and dairy products bear to prices for other foods and to hourly 
returns for labor, (8) the hourly returns for the labor of dairy farmers and their 
families, (9) estimated returns to farmers from alternative crops and commodi- 
ties, (10) the general economic condition of dairy farmers and the effect of such 
condition upon the economy of rural communities and of the Nation as a whole, 
(11) the need for maintaining a reasonable relationship between the prices that 
farmers receive and the cost of the things that farmers buy, and (12) other 
economic conditions which affect the market for milk and dairy products. In 
making such determinations, the Board may hold such public hearings, with 
notice, and utilize such studies as it considers necessary to effectuate the pur- 
poses of this Act. The stabilization levels shall be established as of the begin- 
ning of the marketing year and shall be on an annual basis. They shall be 
announced as far in advance of the marketing year as is practicable. The stabil- 
ization levels so announced by the Board skall not thereafter be varied before the 
close of the marketing year for which they are applicable, except that in emer- 
gency cases, after a public hearing, with notice, the Board may redetermine the 
stabilization levels if it finds that conditions have materially changed since the 
announcement was made. A reasonable time, taking into consideration the 
character of the emergency, shall be allowed by the Board before any redeter- 
mined stabilization levels are made effective. The Board’s finding and the record 
of the hearing shall be available to the public. 

Sec. 36. Appropriate adjustments and variations may be made by the Board 
in the stabilization prices for different products and for differences in grade, 
type, quality, location, season, and other factors. To determine the stabilized 
price level for any marketing year, the stabilized prices to producers for all 
commodities prescribed under this Act for such marketing year shall be reduced 
to a common factor, such as milk equivalent, and averaged. 

Sec. 37. In order to stabilize prices for milk and dairy products, the Board 
is authorized and directed to establish and maintain a surplus holding pool. 
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The Board shall remove from the ordinary and usual channels of domestic 
consumption milk and dairy products which are not absorbed to such channels 
at the prevailing stabilization price levels. In order to accomplish this objec- 
tive, the Board shall stand ready and willing at all times to purchase domes- 
tically produced butter, cheddar cheese, and nonfat dry milk solids, together 
with such milk and butterfat and such other dairy products or byproducts as 
the Board may by order designate. Such purchases shall be at price levels 
which the Board determines will return to producers on a general average basis 
the prevailing stabilization levels for milk and butterfat. Appropriate adjust- 
ments and differentials may be made between terminal markets, and between 
such terminal markets and country locations. The Board shall give due con- 
sideration to historical and established differentials in determining such adjust- 
ments and differentials. Purchases may be made either in terminal markets or 
at country locations, or both, with appropriate adjustments and differentials as 
above provided. The Board may prescribe the terms and conditions under 
which it will make such purchases. The specific purchases to be made and the 
types and grades to be purchased shall be in the discretion of the Board. The 
Board may take physical possession of any milk or any dairy produets acquired 
by it or operate through the use of contracts or warehouse receipts in its dis- 
cretion. It may operate on the commodity exchanges to whatever extent it 
deems appropriate. It may make its purchases and sales and perform its other 
functions through its own staff or through such committees, corporations, stabil- 
ization corporations, agents, brokers, or persons as it may designate. 

Sec. 38. The Board may sell any milk or any dairy product owned or con- 
trolled by it at any price not prohibited by this section. In determining sales 
policies for any milk or any dairy product intended for use in the ordinary and 
usual channels of domestic consumption, the Board shall give consideration to 
the establishing of such policies with respect to prices, terms, and conditions 
as it determines will not discourage or deter manufacturers, processors, and 
dealers from acquiring and carrying normal inventories of such commodities. 
The Board shall not sell any milk or any dairy product for use in the ordinary 
and usual channels of domestic consumption at less than the current stabilization 
price therefor. The foregoing restriction shall not apply to (a) sales to prevent 
deterioration or spoilage or to rotate stocks, (b) sales for the purpose of estab- 
lishing claims against any person for wrongful act or violation of contract, (c) 
sales for export, (d) sales for use in connection with special promotional pro- 
grams to increase consumption, (e) sales for new, secondary, or byproduct uses, 
(f) sales for feed, and (g) such other sales as the Board finds and determines 
will not interfere with the purposes of this Act. The Board may in its discretion 
give away, barter for domestic or foreign assets, or sell at reduced prices or for 
foreign currency, any milk or any dairy product in its possession or under its 
control where the use to be made of it is not in the ordinary and usual channels 
of domestic consumption, including sales or gifts to the armed services, for 
school lunches, for school milk programs, to charitable institutions, to govern- 
mental agencies or institutions, to educational or research institutions, for domes- 
tic relief, for foreign relief, for export, and to such other agencies or for such 
other purposes as the Board determines will not interfere with the purposes 
of this Act. 

Sec. 39. The Federal Government and the various agencies and instrumen- 
talities thereof, in connection with programs sponsored by the Government or 
supported in whole or in part by Government funds which call for the distribu- 
tion of food, shall give due consideration to obtaining milk and dairy products 
from the Board. Agencies of the United States Government in connection with 
relief or other distributions or the procuring of materials, equipment, supplies, 
or services in foreign nations, are directed to cooperate with the Board in the 
disposal of milk and dairy products by barter or exchange for foreign assets 
or currencies and in the utilization of foreign currencies. 

Sec. 40. The Board is authorized to promote and develop new and expanded 
outlets for milk and dairy products. 

Sec. 41. The operations of the Board in connection with acquiring, transport- 
ing, holding, storing, manufacturing, processing, handling, selling, and disposing 
of milk and dairy products may be conducted through regular commercial chan- 
nels, and due consideration shall be given by the Board to dislocating or disrupt- 
ing as little as possible, consistent with the purposes of this Act, the usual and 
customary channels of trade. Nothing herein contained shall prevent the Board 
from conducting such operations itself or through a corporation, stabilization 
corporation, broker, agency, or person. 
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Sec. 42. After the effective date of this Act, surplus milk or dairy products 
shall not be sold or otherwise disposed of in the ordinary and usual channels of 
domestic trade by the Commodity Credit Corporation or by any other Federal 
agency without the express consent of the Board. The purpose of this provision 
is to segregate the surplus milk and dairy products held by the Commodity 
Credit Corporation on the effective date of this Act or subsequently acquired by 
it under this Act. 

Sec. 48. In any marketing year in which surplus milk or dairy products are 
acquired by the Board and in which milk or diary products are imported into 
the United States from any foreign country, the Board shall be entitled to turn 
over to the Commodity Credit Corporation for disposal as surplus in accordance 
with the provisions of this Act an amount of such surplus dairy products which 
shall not exceed the equivalent of the total amount of such imports, as determined 
by the Board, or, with the consent of the Commodity Credit Corporation, the 
Board may dispose of such surplus dairy products for the account of the Com- 
modity Credit Corporation. All loss sustained by the Board in removing from 
the domestic market surplus milk and dairy products in an amount equivalent to 
such imports shall be repaid to the Board by Commodity Credit Corporation. The 
Board may exclude from the operation of this section any imported dairy prod- 
ucts which it determines are not competitive with domestically produced milk, 
butterfat, or dairy products. 

Sec. 44. In any marketing year in which surplus milk or dairy products are 
acquired by the Board and in which the total domestic production of milk or 
butterfat is increased due to diversion from the production of any other crop or 
commodity, including livestock, the production of which is controlled or regulated 
under any Federal agricultural program, the Board shall be entitled to turn over 
to the Commodity Credit Corporation for disposal as surplus in accordance with 
the provisions of this Act an amount of such surplus dairy products which shall 
not exceed the equivalent of the total amount of such increased milk and butter- 
fat production, as determined by the Secretary, or, with the consent of the Com- 
modity Credit Corporation, the Board may dispose of such surplus for the ac- 
count of the Commodity Credit Corporation. All loss sustained by the Board in 
removing from the market surplus milk and diary products in an amount equiva- 
lent to the volume of such increased production due to diversion shall be repaid 
to the Board by Commodity Credit Corporation. Such losses shall be charged 
by Commodity Credit Corporation to the price support programs of the crops 
from which such diversion occurred. 


REVIEW BY THE SECRETARY 


Sec. 45. The operations of the Board shall be subject to the supervision and 
control of the Secretary to the following extent and in the following manner. 
Whenever the Secretary shall certify to the Board that there is reason to believe 
the operations of the Board have resulted or will result in prices te producers 
for milk or butterfat or both which are unreasonably high when considered in 
connection with the purpose of this Act, he shall, unless prompt action is taken 
by the Board to remedy the situation, cause a hearing te be held within the 
Department for the purpose of determining such fact. Reasonable notice of such 
hearing shall be given, and all interested parties shall be given an opportunity to 
appear and present evidence, statements, and arguments relevant and material to 
the issues involved, all of which shall be made a part of the record of the hearing. 
The Secretary may prescribe rules and regulations governing such hearings. 

Sec. 46. If, on the basis of the record of such hearing, the Secretary determines 
that the operations of the Board have resulted or will result in prices to pro- 
ducers that are unreasonably high, when considered in connection with the pur- 
poses of this Act, he shall by order prescribe the stabilization price levels which 
he determines would not be subject to such objection. 

Sec. 47. If the Board shall fail or refuse within a reasonable time to take effec- 
tive action to bring the stabilization price levels in line with the levels ordered, 
the Secretary may petition the United States Court of Appeals for the District of 
Columbia Circuit for a decree directing the members of the Board to take action 
or to cease and desist from the taking of certain actions as the case may be. The 
court shall have jurisdiction to enter a decree affirming, modifying, or setting 
aside the order of the Secretary, or to enter such other decree as the court may 
deem equitable. The orders of the court may be enforced by contempt proceed- 
ings. Any order issued by the Secretary as above provided may be appealed by 
the Board to the said court and shall] thereupon be subject to review by the court. 
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MARKETING ASSESSMENT 


Sec. 48. The cost of operating the stabilization program and of regulating 
the marketing of milk and dairy products in interstate and foreign commerce, 
or so as to affect such commerce, as herein provided, shall be paid by the milk 
producers and importers marketing milk, butterfat, or dairy products in such 
commerce, or so as to affect such commerce, in proportion to the milk, butterfat, 
and dairy products so marketed by them. Thus the cost of developing and 
maintaining an orderly, stabilized, and improved market will be charged directly 
to those using the improved market and sharing in its benefits and to them only; 
and the amount paid by each will be directly related to the use made of the 
improved market. Marketing assessments in amounts sufficient to cover the 
costs of the program, as determined by the Board in accordance with the esti- 
mated requirements of the program for each marketing year, are hereby assessed 
against and shall be collected from each producer and importer who sells milk, 
butterfat, or dairy products in interstate or foreign commerce or so as to affect 
such commerce. The marketing assessments shall be established on an annual, 
marketing year basis. They shall be announced by the Board as far in advance 
of the beginning of the marketing year as is practicable. The assessments so 
announced shall not thereafter be varied before the close of the marketing year 
for which they are applicable, except that in emergency cases, the Board may 
redetermine such marketing assessments in the same manner that stabilization 
price levels may be redetermined in emergency cases. Every person purchasing 
milk, butterfat, or dairy products from a producer (except purchases by con- 
sumers for other than commercial uses), shall withhold from the purchase 
price an amount equal to the marketing assessment and shall remit the same 
to the Commissioner of Internal Revenue. For the purposes of this section, 
milk, butterfat, or dairy products delivered by a producer to a cooperative asso- 
ciation of producers shall be subject to the marketing assessment upon such 
delivery. Returns shall be filed and remittances made monthly by such pur- 
chasers in accordance with rules prescribed by the Commissioner. 

Sec. 49. Producers holding licenses or permits issued by Federal, State, or 
local agencies authorizing them to sell milk, butterfat, or dairy products directly 
to consumers Shall file returns and pay the marketing assessment on all sales 
made by them to consumers for other than commercial uses. 

Sec. 50. The Commissioner of Internal Revenue shall collect the marketing 
assessments provided for herein and shall prescribe such rules and regulations 
as may be necessary to accomplish that purpose. 

Sec. 51. The collection of the marketing assessments shall be enforced in the 
same manner that the collection of the taxes on employees under the Federal 
Insurance Contributions Act is enforced, and the remedies, penalties, and pun- 
ishments provided by law or regulations for enforcement of such employee taxes 
shall, insofar as applicable and not inconsistent with the provisions of this Act, 
be applicable to the collection and enforcement of the marketing assessments. 

Sec. 52. There is appropriated for each fiscal year, beginning with the fiscal 
year ending June 30, 1959, an amount equal to the marketing assessments col- 
lected under the provisions of this Act. Such sums shall be maintained in a 
separate fund and shall be used by the Board only to accomplish the purposes 
and policies of this Act and for the administrative expenses of the Board. The 
sums appropriated under this section shall, notwithstanding the provisions of 
any other law, continue to remain available for the purposes of this Act until 
expended. All sums collected by the Commissioner of Internal Revenue under 
the provisions of this Act shall be credited as received to a special account with- 
out fiscal year limitation set up for the use of the Board. Such funds, includ- 
ing any other funds of the Board, borrowed or otherwise, which may be in any 
such special account, shall be available for use by the Board in carrying out 
the purposes and policies of this Act and for the administrative expenses of the 
Board. The Board may expend such funds for such purposes, at such times, in 
such manner, and in such amounts consistent with the provisions of this Act, 
as Board finds will effectuate the purposes of this Act. 

Sec. 53. The Secretary of the Treasury is authorized and directed upon re- 
quest of the Board to establish one or more special accounts without fiscal year 
limitation for the use of the Board. 

Sec. 54. All imports of milk, butterfat, and dairy products shall be subject 
to the collection of marketing assessments at the same rates as those collected 
from domestic producers. The Secretary of the Treasury shall collect the mar- 
keting assessments on imports at the time of importation. The laws and regula- 
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tions applicable to the import tax on sugar imposed by section 4501 (b) of the 
Internal Revenue Code of 1954 shall, insofar as applicable and not inconsistent 
with this Act, be applicable to the collection of the marketing assessments on 
imports. All funds so collected shall be credited as received to the special 
account of the Board and shall be available for use by the Board in the manner 
and for the purposes above mentioned. Rules and regulations governing the 
collection and payment of such fees shall be prescribed by the Secretary of the 
Treasury. 
MARKETING ALLOTMENT PROGRAMS 


Sec. 55. The provisions of sections 55 through 68 shall be applicable only to 
marketing years when a marketing allotment program is required or in effect 
under this Act. 

Sec. 56. In the event the marketing assessment established by the Board 
for any marketing year would exceed 25 cents per hundredweight of milk, the 
Board shall set up and put into effect for such year a marketing allotment pro- 
gram operated and financed in the manner hereinafter authorized. 

Sec. 57. The Board shall establish a base for each producer desiring to mar- 
ket milk or butterfat. Bases shall be assigned to producers, including part- 
nerships, corporations, or other business entities, and not to herds or farms. 
The Board shall provide by rules or regulations for the transfer of bases in 
whole or in part, for the assignment of bases to new producers, for the equitable 
adjustment of bases to avoid hardship, for such other adjustments consistent 
with the objectives of this Act as the Board seems appropriate, including 
adjustments for deficit production areas, and for such other matters as may 
be necessary or appropriate to set up and operate effectively and efficiently the 
programs herein authorized. In allocating such bases the Board shal! take 
into consideration historical production, trends, abnormal production during 
the historical period, and such other factors as may be appropriate to carry 
out such allocation in an equitable and practical manner. Bases established 
by the Board shall continue in effect from year to year until terminated by the 
Board, but such bases shall be subject to modification and adjustments from 
time to time by the Board. 

Sec. 58. Persons required to withhold and report marketing assessments shall 
make such additional reports as the Board may prescribe by rule or regulation 
relating to the volume of milk marketed by each producer. The Board shall 
have authority to make such investigations, inspections, and audits of the 
records of any such person as may be necessary to enable it to carry out and 
enforce effectively the objectives of this Act. 

Sec. 59. The Board shall estimate and announce annually, as far in advance 
of the beginning of the applicable marketing year as is practicable, (1) the 
estimated supply for such marketing year; (2) the total quantity of milk and 
dairy products which can be marketed during such marketing year at prices 
equal to or above the stabilization price levels for such year; (3) the total 
quantity of milk and dairy products which can be sold or otherwise disposed 
of at prices less than the stabilization price levels for such year but which will 
provide a net return above the cost of handling; (4) the total quantity of milk 
and dairy products to be sold, donated, or otherwise disposed of during such 
year at a net loss below the cost of handling; (5) the amount by which storage 
stocks, reserves, and set-asides will be increased or decreased during such year; 
(6) the value of the milk and dairy products in items numbered 1 throngh 5 
above including negative values where applicable; and (7) such other matters 
as the Board deems appropriate to carry out the objectives of this Act. The 
estimates of the Board may be varied before the close of the marketing year 
for which they are applicable in the same manner in which announcements of 
stabilization price levels may be varied. 

Sec. 60. The Board shall annually allocate to producers holding bases estab- 
lished by the Board the available markets for the applicable marketing year. 
Such allocations may be expressed in terms of percentage of base. 

Src. 61. The Board shall provide for the issuance of marketing certificates 
covering the marketing allocations of each producer. 

Sec. 62. The Board may establish one or more marketing assessment rates 
for milk or butterfat marketed in any marketing year when a marketing allot- 
ment program is in effect. Such rates may be varied as between milk or butter- 
fat marketed under marketing certificates and that marketed without such 
certificates. 

Sec. 63. Marketing allotment programs set up by the Board shall be suspended 
or terminated by the Board whenever the marketing assessment established 
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by the Board for any marketing year would not exceed 25 cents per hundred- 
weight of milk. If for any subsequent marketing year such assessment would 
exceed that amount, then a marketing allotment program shall be operated for 
each such marketing year. 

MISCELLANEOUS 


Src. 64. The latest available statistics of the Federal Government shall be 
used in making the findings and determinations required to be made under this 
Act. Such statistics and other information of the Federal Government, and 
of its departments and agencies, as may be necessary or appropriate to enable 
the Board to carry out effectively the purposes of this Act, shall be made 
available to the Board. 

Sec. 65. Office space for the central office of the Board shall be provided by 
the Department of Agriculture, if the Board requests the use of such space. 

Sec. 66. The provisions of the Federal Property and Administrative Services 
Act of 1949 (Public Law 152, Eighty-first Congress) ; section 3709 of the Revised 
Statutes (41 U. S. C. 5), as amended; the Walsh-Healey Public Contracts Act 
(41 U. S. C. 385-45) ; section 3741 of the Revised Statutes (41 U. S. C. 22); and 
sections 431 and 432 of title 18 of the United States Code (18 U. 8S. C. 431, 432) 
shall not be applicable to contracts, purchases, sales, or payments made under 
this Act. 

Sec. 67. If any provision of this Act or the application thereof to any person, 
circumstance, commodity, or product is held invalid, the validity of the remainder 
of this Act and the application thereof to other persons, circumstances, com- 
modities, or products, shall not be affected thereby. 

Sec. 68. All milk and dairy products held by or for the Federal Dairy Stabili- 
zation Board and all other assets of the Board, including borrowed money, shall 
be deemed property of the United States and shall be exempt from Federal, 
State, and local property taxes, except that real estate owned by the Board 
shall be subject to nondiscriminatory State and local real estate taxes. The 
income, obligations, contracts, and transactions of the Board, including pur- 
chases and sales made by or for the Board, shall be exempt from all Federal, 
State, and local taxes, licenses, and fees. All activities, contracts, transactions, 
and operations of the Board, its members, executive committee, officers, employ- 
ees, and agents which are authorized by this Act shall be exempt from Federal 
and State antitrust laws. 

Sec. 69. No member of the Board or of the Advisory Committee, nor any other 
person employed or acting in any official capacity in the administration of this 
Act, shall speculate, directly or indirectly, in milk, butterfat, or dairy products, 
or in contracts relating thereto, nor shall any such person accept or receive any 
benefit or gain from any such speculation by others or own or have any bene- 
ficial interest in any stock or other membership interest in any organization 
engaged in any such speculation. Normal business operations connected with 
the production, manufacturing, storing, and effective merchandising of milk 
and dairy products, whether hedged or not, shall not be considered speculative 
within the meaning of this section. No member of the Board or of the Advisory 
Committee, nor any other person directly or indirectly connected with the Board 
or its activities or who shall have access to the files or information of the Board, 
shall divulge any information concerning the Board or its activities, which the 
Board shall have classified as confidential. Any person violating the provisions 
of this section shall upon conviction thereof be fined not more than $10,000 or 
imprisoned not more than one year, or both. 

Sec. 70. The general penal statutes relating to crimes and offenses against the 
United States, its property, contracts, employees, and Operations shall apply 
with respect to the Board, its property, contracts, employees, and operations to 
the extent that such application is not inconsistent with the provisions of this 
Act. 

Sec. 71. The price support operations of the Secretary under title II of the 
Agricultural Act of 1949 with respect to milk, butterfat, and dairy products shall 
be suspended during the entire period that stabilization operations are carried 
on by the Board under the authority of this Act. 


REFERENDUM OF MILK PRODUCERS 


Sec. 72. On the second Monday in September 1958, a referendum shall be con- 
ducted by the Secretary to determine whether dairy farmers favor a dairy 
stabilization program operated by the Federal Dairy Stabilization Board as 
herein provided or a price support program operated by the Secretary under 








390 DAIRY PRODUCTS PRICE SUPPORT 


title II of the Agricultural Act of 1949. The Secretary shall prescribe rules 
governing such referendum and shall determine all questions relating thereto. 
He shall promptly determine and announce the results of the referendum. Pro- 
ducers eligible to vote for nominees for appointment to the Federal Dairy Sta- 
bilization Board shall be eligible to vote in such referendum. 

Sec. 73. If a majority of those voting in the referendum provided for in the 
above section favor a price-support program Operated by the Federal Dairy 
Stabilization Board as herein provided, then the stabilization operations of the 
Board and the collection of the marketing assessments shall begin April 1, 1959, 
The price-support operations of the Secretary under title II of the Agricultural 
Act of 1949 shall thereupon be suspended as provided in section 71 of this Act. 

Seo. 74. If a majority of those voting in the referendum above provided favor 
a price support program operated by the Secretary under title II of the Agri- 
eultral Act of 1949, then the Secretary shall continue to make available to 
producers price support for milk, butterfat, and the products of milk, butterfat, 
under title II of said Act, and the provisions of the Federal Dairy Stabilization 
Act of 1958 shall cease to be effective. 

Sec. 75. The decision of the Secretary in all matters relating to the refer- 
endum above provided shall be final. 

Sec. 76. In order to provide a definite program for the purpose of such refer- 
endum, the Board is directed, in the event the dairy stabilization program herein 
provided is approved and notwithstanding any other provisions of this Act, to 
support prices to producers for milk and butterfat for the marketing year 
beginning April 1, 1959, at 90 per centum of the parity price therefor, using the 
manufacturing milk parity equivalent formula originally used under the Agri- 
cultural Act of 1949, and the marketing assessment for such marketing year 
shall be 25 cents per hundredweight of milk or milk equivalent. Thereafter the 
stabilization levels and the amount of the marketing assessments shall be deter- 
mined annually as herein provided. The provisions of this Act relating to 
variations in annual stabilization levels and marketing assessment rates in 
emergency cases shall be applicable to the stabilization levels and marketing 
assessment rates prescribed in this section. 

Sec. 77. Dairy stabilization programs operated by the Federal Dairy Stabili- 
zation Board shall be subject to a referendum to determine whether such pro- 
grams shall be continued or terminated, if ten per Gentum or more of the milk 
producers eligible to vote in referendums under this Act shall petition the Secre- 
tary in writing for such referendum. Upon receipt of a qualified petition, the 
Secretary shall conduct such referendum and determine and announce the results 
thereof. 

Sec. 78. If a majority of those voting in the referendum provided for in the 
above section favor a price support program operated by the Federal Dairy 
Stabilization Board, then the stabilization operations of the Board and the 
collection of the marketing assessments shall be continued. If a majority of 
those voting in the referendum provided for in the above section favor discon- 
tinuing the stabilization operations of the Board, then the Secretary shall make 
available to producers price support for milk, butterfat, and the products of 
milk and butterfat under title II of the Agricultural Act of 1949. Upon the 
reinstitution of such price supports by the Secretary, the stabilization opera- 
tions of the Board shall cease and no further marketing assessments shall be 
collected. All assets of the Board shall be transferred to the Secretary for 
liquidation. Any assets remaining after the payment of all obligations of the 
Board shall be available to the Secretary for use in connection with such price 
support operations. 


[H. R, 10211, 85th Cong., 2d sess.] 
A BILL To provide an adequate, balanced, and orderly flow of milk and dairy products in 
interstate and foreign commerce, and for other purposes 
Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That this Act may be cited as the 
“Dairy Stabilization Act of 1958”. 


LEGISLATIVE FINDINGS 
Sec. 2. Milk and dairy products are an important source of the Nation’s total 


supply of food for domestic consumption and for export. They are marketed on 
nationwide markets, and substantial quantities thereof, in both raw and proc- 
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essed form, move in intestate and foreign commerce. Recurring seasonal and 
periodic surpluses and shortages, impaired purchasing power and financial in- 
stability of milk producers, unnecessarily high prices to consumers for essential 
foods, disorderly marketing practices, economic strife, and congestion in storage, 
transportation, processing, and other handling facilities adversely affect farm 
credit, disorganize and disrupt the agricultural and general economy of the 
United States, impinge on the public welfare, impair the national security, and 
burden interstate and foreign commerce. The production and marketing of milk 
and dairy products is affected with a public interest, directly affects the welfare 
and security of the Nation, and is attended with substantial and far reaching 
consequences to interstate and foreign commerce. All marketing of milk and 
dairy products is either in the current of interstate or foreign commerce or 
directly affects such commerce. That part which enters directly into the cur- 
rent of interstate or foreign commerce cannot be effectively regulated without 
regulating also that part which is marketed within the State of production, 
The intrastate production and marketing of milk and dairy products is in compe- 
tition with the production and marketing of milk and dairy products for inter- 
state and foreign commerce. 


DECLARATION OF POLICY 


Sec. 3. It is hereby declared to be the policy of the Congress (a) to provide an 
adequate, balanced, and orderly flow of milk and dairy products in interstate 
and foreign commerce; (b) to promote the effective merchandising of milk and 
dairy products in interstate and foreign commerce; (c) to develop an improved, 
orderly, and stabilized market for milk and dairy products which are marketed 
in interstate or foreign commerce, or so as to affect such commerce; (d) to 
protect the security and welfare of the Nation by maintaining adequate domestic 
production and supplies of milk and dairy products and by keeping the na- 
tional agricultural resources permanently productive and reasonably adjusted to 
current demand; (e) to stabilize the prices of milk and dairy products at levels 
which will assure adequate supplies of milk and dairy products and provide a 
fair return to the producers of milk and butterfat commensurate with the cost 
of production, taking into consideration the investment and risk involved, and 
the labor of the producer and his family; (f) to protect the interest of con- 
sumers by maintaining a stabilized, continuous, and adequate supply of milk 
and dairy products at fair prices; and (g) to provide a self-financing system of 
price stabilization and production adjustment for milk and dairy products. 


GENERAL DEFINITIONS 


Sec. 4. For the purposes of this Act 

(a) The terms “interstate commerce” and “foreign commerce” include the 
movement of milk and dairy products in commerce between any State or the 
District of Columbia and any place outside thereof, or within the District of 
Columbia, or between any Territory or possession which is included within the 
operation of this Act by the action of the Board and any place outside thereof, 
or within any such Territory or possession. 

(b) The term “affect interstate or foreign commerce” means, among other 
things, to burden, obstruct, impede, or otherwise affect interstate or foreign com- 
merce, the free and orderly flow thereof, or the production, storing, processing, 
marketing, or transportation of milk and dairy products for or in such commerce 
or after transportation therein. 

(ec) “United States” means the several States, the District of Columbia, and 
any Territory or possession of the United States which the Board determines 
should be included in the operation of this Act. The term “States” includes 
any State, the District of Columbia, and any Territory or possession which the 
Board includes within the term “United States.” The provisions of this Act 
shall apply to the United States as herein defined, except that the powers and 
authority of the Board may be exercised in other areas and in foreign countries 
in connection with the sale or other disposal of milk, butterfat, and dairy 
products. 

(d) “Secretary” means the Secretary of Agriculture, “Department” means the 
United States Department of Agriculture, “Board” means the Federal Dairy 
Stabilization Board, and “Advisory Committee” means the Federal Dairy Ad- 
visory Committee. 

{e) “Person” means an individual, partnership, corporation, association, trust, 
estate. or any other business entity. 
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(f) The terms “milk”, “butterfat”, and “dairy products” mean milk and 
butterfat and the products of milk and butterfat, respectively, including any 
classification, type, or grade thereof; together with such combinations and 
byproducts thereof, and such products manufactured wholly or in part thereof, 
as may be designated by the Board. 

(g) “Marketing year” means the twelve-month period beginning April 1 of 
each year. 

(h) “Estimated supply” for any marketing year shall be (1) the estimated 
carryover at the beginning of such marketing year; plus (2) estimated produc. 
tion for market in the United States during such marketing year, less the 
estimated surplus to be acquired by or charged to the Commodity Credit Cor- 
poration during such marketing year as a result of diverted acres; plus (38) 
estimated imports into the United States during such marketing year, less the 
estimated surplus to be acquired by or charged to the Commodity Credit Cor- 
poration during such marketing year as a result of imports. Estimates for 
marketing years may be based on statistics or estimates for calendar years, or, 
in the discretion of the Board, calendar year estimates may be used in place 
of marketing year estimates. 

(i) “Carryover” shall not include the estimated surplus milk or dairy prod- 
ucts owned or controlled by or charged to the Commodity Credit Corporation, 
or to be acquired by or charged to it, under this Act before the beginning of 
the marketing year for which “carryover” is to be estimated. 

(j) “Estimated demand” for any marketing year shall be (1) the estimated 
consumption in the United States during such marketing year; plus (2) esti- 
mated exports during such marketing year; plus (3) an allowance for Ccarry- 
over. In determining estimated demand, estimated disposals of surplus milk 
or dairy products by Commodity Credit Corporation, or by the Board outside 
of the ordinary channels of domestic or foreign trade, shall be excluded. 

(k) The “allowance for carryover’ shall be determined by the Board. In 
making this determination, consideration shall be given to the need for main- 
taining an adequate, dependable, and continuous supply of milk and dairy 
products. The Board shall take into consideration any abnotmal conditions 
present or likely to prevail, contingencies related to national security and world 
supplies, and trends in the production, marketing, and utilization of milk and 
dairy products. 

(1) “Milk producer” means any person engaged in the production of milk or 
butterfat for market. A milk producer to be eligible to serve as a member of 
the Board, or to vote for nominees for appointment to the Board must be 
engaged in the production and marketing of milk or butterfat in commercial 
quantities. 

(m) “Commodity Credit Corporation” shall include the Commodity Credit 
Corporation as now or hereafter constituted and any successor or other lederal 
agency authorized to perform similar services. 


FEDERAL DAIRY STABILIZATION BOARD 


Sec. 5. There is created in the Department as an independent agency and 
instrumentality of the United States a Federal Dairy Stabilization Board con- 
sisting of fifteen members to be appointed by the President after receiving 
nominations from milk producers as hereinafter provided. Only persons who 
are milk producers, or who are officers of dairy cooperative associations which 
meet the requirements of the Capper-Volstead Act (7 U. S. C. 291-292), or who 
are officers of federations or marketing agencies in common owned and controlled 
by such cooperatives, shall be eligible to serve on the Board. Not less than 
eleven of the fifteen members of the Board shall be milk producers. The tempo- 
rary impairment of this ratio by the death, resignation, disqualification, or 
removal of producer members, or for other causes, shall not affect the authority 
of the Board to act. 

Sec. 6. In order to secure appropriate regional representation on the Board, 
the United States shall be divided into fifteen Federal dairy districts to be 
designated by the Secretary. ‘ g Secretary shall 
give consideration to (1) complete geographical representation of the United 
States and (2) the importance of dairying in each district. 

Sec. 7. Each Federal dairy district shall be assigned one place on the Board. 
The milk producers in each district shall by ballot select three nominees for 
the place on the Board assigned to their district. Each milk producer shall be 
entitled to submit one name for nominee for the place on the Board to be filled 
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from his district. The three candidates receiving the highest number of votes 
for nominee for each respective place on the Board shall be nominees for appoint- 
ment to such place. The Secretary shall conduct all elections for the selection 
of such nominees, prescribe such rules and regulations as he may consider 
necessary in the administration of the duties assigned to him under this Act, 
determine all questions involving the qualifications of such nominees, members 
of the Board, or milk producers, resolve all tie votes for such nominees, and 
certify such nominees to the President. The decision of the Secretary in all 
such matters shall be final. The three nominees so selected for each place on the 
Board shall be received and considered by the President in making appoint- 
ments to the respective places on the Board for which such nominees were 
selected. In making appointments to the Board, the President shall give due 
consideration to securing an equitable representation of the various forms in 
which milk and its products are sold. 

Sec. 8. The first appointinents to the Board shall be equally divided between 
two-, four-, and six-year terms, respectively, as designated by the President; 
and thereafter each member shall be appointed for a term of six years. Terms 
of Board members shall be based on calendar years and shall expire on the 31st 
day of December of the last calendar year of the appointment. Each member 
shall hold office for the term of his appointment and until his successor shall 
have been appointed and shall have taken office. Board members may be re- 
moved for cause or ineligibility by the President. Vacancies on the Board may 
be filled for the unexpired terms by appointment by the President, taking into 
consideration the nominees from which the original appointment was made, or, 
in the discretion of the President, in the manner herein prescribed for the 
appointment of members for a regular term. Vacancies on the Board shall not 
impair the power of the remaining members to exercise all the powers of the 
Board, except that in no event shall the Board be empowered to act unless eight 
or more places on the Board are filled. Each member of the Board, other than 
the Secretary or the Secretary’s representative, shall receive a per diem of $50 
for each day’s attendance at meetings of the Board and while traveling to and 
from said meetings, but not to exceed a total of $2,500 in any one year, together 
with actual, necessary travel, subsistence, and other expenses incurred in the 
discharge of his official duties without regard to other laws with respect to 
allowances which may be made on account of travel and subsistence expenses 
of officers and employed personnel of the United States. The Secretary, or 
an official of the Department designated by him, shall be an ex officio member of 
the Board. He shall meet and confer with the Board but shall not be entitled 
to vote. 

Sec. 9. The Board shall meet annually on the second Monday in January and 
at other times upon call of the Chairman. In addition, special meetings of the 
Board may be called at any time by a majority of the members of the Board 
in office, or by the Secretary. The Board shall meet at least once in each 
calendar quarter of each year. 

Sec. 10. The Chairman of the Board shall be selected by the Board. He shall 
hold office for a term of two calendar years and until his successor shall have 
been selected and shall have taken office. Vacancies in the office of the Chairman 
of the Board shall be filled for the unexpired term by the Board. 

Sec. 11. A majority of the members of the Board in office shall constitute a 
quorum, and action may be taken by a majority vote of those present at any 
regular or special meeting at which a quorum is present. The findings and 
determinations of the Board made under the authority of this Act shall be 
final and conclusive. The Board may adopt, alter, and use an official seal 
which shall be judicially noticed. It may adopt rules and regulations gov- 
erning the manner in which its business may be conducted and its powers may 
be exercised. 

Sec. 12. The Board may sue and be sued in the same manner, in the same 
courts, and to the same extent that the Commodity Credit Corporation may sue 
and be sued; and the laws, rules, and decisions applicable to suits by or againgt 
that Corporation shall be applicable to suits by or against the Board. The 
Board shall be entitled to the use of the United States mails in the same manner 
and upon the same conditions as the Commodity Credit Corporation. 

Sec. 13. The Board may select an executive committee of five from among 
its members and delegate to it any power or authority of the Board, except the 
power to set price stabilization levels, the amount of the marketing assessment 
herein provided for, or the total quantity of milk and butter fat which may be 
marketed under marketing certificates. Not less than three of the five members 
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of the executive committee shall be milk producers. The temporary impairment 
of this ratio by the death, resignation, disqualification, or removal of producer 
members, or for other causes, shall not affect the authority of the committee to 
act. Members of the executive committee shall be paid their actual, necessary 
travel, subsistence, and other expenses incurred in the discharge of their official] 
duties, without regard to other laws with respect to allowances which may be 
made on acconut of travel and subsistence, and other expenses incurred in the 
discharge of their official duties, without regard to other laws with respect to al- 
lowances which may be made on account of travel and subsistence expenses of 
officers and employed personnel of the United States and, in addition to their 
compensation as members of the Board, may be paid a per diem in such amounts 
and for such days as the Board may prescribe. Vacancies on the executive 
committee may be filled by the Board. Vacancies on the committee shall not 
impair the power of the remaining members to exercise all the powers of the 
committee provided a quorum remains. Three members of the committee shall 
constitute a quorum. The Chairman of the Board shall be a member of the 
executive committee and its chairman. Meeting of the executive committee may 
be called by the chairman, a majority of the members of the committee in office, 
or by the Secretary. The Secretary, or any official of the Department designated 
by him, shall be an ex officio member of the executive committee. He shall 
meet and confer with the executive committee but shall not be entitled to vote 
or to receive expenses or per diem. 

Sec. 14. The Board may enter into and carry out such contracts or agreements 
as are necessary or desirable in the conduct of its business. State and local 
laws or rules shall not be applicable with respect to contracts or agreements 
of the Board, or the parties thereto, to the extent that such contracts or agree- 
ments provide that such laws or rules shall not be applicable. 

Sec. 15. The Board may, either directly or through such corporations, sta- 
bilization corporations, brokers, agents, or persons as it may designate, acquire, 
hold, store, warehouse, manufacture, process, service, package, advertise, sell 
and transport, or otherwise acquire, handle or dispose of, milk and dairy 
products in raw or processed form, or in the form of warehouse receipt, or con- 
tracts to buy or sell, and may contract for plans, facilities, and services needed to 
accomplish such purposes. 

Sec. 16. The Board shall have the power to acquire, hold, improve, repair, 
modify, encumber, lease, use, and dispose of real or personal property, or any 
right or interest therein, which may be necessary or appropriate to the conduct 
of its business. 

Sec. 17. The Board may borrow money and pledge as security any assets 
which it may have, including dairy products. It shall be entitled to borrow from 
the Commodity Credit Corporation, and the Commodity Credit Corporation is 
authorized and directed to loan to it, without security, such amounts as the 
Board may deem necessary to carry out effectively the purposes of this Act: 
Provided, however, That the total amount of all money borrowed from the 
Commodity Credit Corporation and outstanding at any one time shall not exceed 
in the aggregate the sum of $350,000,000. The Board may borrow money from 
any other source of credit available to it upon the security of the dairy prod- 
ucts acquired by it or on the security of other assets or by unsecured loans 
and may issue notes, bonds, and other obligations. Other than the authority to 
borrow from the Commodity Credit Corporation, the Board shal) have no author- 
ity to obligate the United States, and none of its notes, bonds, or other obligations 
shall be guaranteed by or collectible from the United States. Judgments and 
other claims against the Board shall be enforced only against the assets of the 
Board in the same manner as if it were a corporation, and no liability for the 
debts or actions of the Board shall exist against either the United States or any 
member, officer, employee, or agent of the Board in his individual capacity. 

Sec. 18. The Board shall determine the character of and the necessity for 
its obligations and expenditures and the manner in which they shall be in 
curred, allowed, and paid. It may make final and conclusive settlement and 
adjustment of any claims by or against the Board or of the accounts of its 
officers, employees, agents, and contractors. 

Sec. 19. The Board may make such loans and advances of its funds as are 
ne essary in the conduct of its business. 

Sec. 20. The Board shall have such other powers as may be necessary or 
appropriate for the exercise of the powers vested in it and the effective per- 
formance of the duties imposed on it by this Act. 
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Sec. 21. The Board shall pay interest to the Commodity Credit Corporation 
on all money owed to that Corporation at such rates as may be determined by 
the Secretary of the Treasury to represent the cost of money to the Govern- 
ment, taking into consideration the terms for which such amounts are loaned 
to the Board. 

Sec. 22. The Board is authorized to use in its business all funds or other 
assets in its possession, including net earnings and borrowed money. 

Sec. 23. The Board may appoint such committees and officers and employ 
such personnel as it may deem necessary for the conduct of its business, fix 
the amount of and pay their compensation, define their authority and duties, 
and delegate to them, or to such corporations, stabilization corporations, brokers, 
agents, or persons with whom it may contract, such of the powers vested in 
the Board as it may determine, except the power to determine price stabilization 
levels, the amount of the marketing assessment herein provided for or the 
total quantity of milk and butterfat which may be marketed under marketing 
certificates. All such committees, officers, and employees, including the execu- 
tive committee, shall be subject to the general supervision and control of the 
Board. The Board may require and pay for bonds for employees, officers, 
agents, or contractors. None of the officers, members, or employees of the Board 
shall be subject to the Federal laws and regulations relating to the employment, 
compensation, Classification, discharge, or leave, travel, and subsistence allow- 
ances, of Government employees, except such regulations relating thereto as may 
be prescribed by the Board. Subsequent amendments of such laws or regula- 
tions shall not affect this exemption, unless such amendments shall specifically 
sO provide. 

Sec. 24. The Board may, with the consent of the agency concerned, accept 
and utilize, on a compensated or uncompensated basis, the officers, employees, 
services, facilities, and information of any agency of the United States or of 
any State or of any political subdivision of any of the foregoing. 

Sec. 25. The Board may, in the conduct of its business, utilize on a contract 
or fee basis any corporation, stabilization corporation, association, agency, 
person, commodity exchange, broker, or trade facility. 

Sec. 26. The Board shall at all times maintain complete and accurate minutes 
and books of account. It shall file annually with the Secretary a complete 
report of the business of the Board, a copy of which shall be submitted to 
Congress. The financial transactions of the Board shall be audited annually 
by a certified public accountant, or firm thereof, in accordance with generally 
accepted principles and procedures applicable to commercial corporate trans- 
actions. Copies of the audit report shall be submitted to the Secretary and 
to Congress. 

FEDERAL DAIRY ADVISORY COMMITTEE 


Sec. 27. The Secretary is authorized and directed to appoint a Federal Dairy 
Advisory Committee of twelve members which shall confer with and advise the 
Board concerning the dairy stabilization programs herein authorized. 

Sec. 28. In making appointments to the Advisory Committee the Secretary 
shall give equitable recognition to representation of (1) manufacturers, han- 
dlers, and distributors of milk and dairy products; (2) consumers: (3) other 
agricultural commodities or programs that may be affected by the operation 
of the dairy stabilization program: and (4) other interests which the Secre- 
tary determines are directly concerned with the operation of this Act. 

Sec. 29. Membership on the Advisory Committee shall be for a term of three 
calendar years, expiring on December 31 of the last year of the term. Each 
member shall hold office for the term of his appointment and until his successor 
shall have been appointed and shall have taken office. Members of the <Ad- 
Visory Committee may be removed by the Secretary with or without cause 
Vacancies may be filled by the Secretary for unexpired terms. Vacancies on 
the Advisory Committee shall not affect the authority of the remaining mem- 
bers to meet and perform the functions of the Committee. Original appoint- 
ments shall be equally divided between one-, two-, and three-year terms, as 
designated by the Secretary. The Secretary, or an official of the Department 
designated by him, shall be an ex officio member of the Advisory Committee. 
He shall meet and confer with the Committee but shall not be entitled te 
vote. 

Sec. 30. The Advisory Committee shall meet annually on the second Monday 
in January and at other times upon ¢all of the Chairman of the Board. 
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Seo. 31. The Chairman of the Advisory Committee shall be selected annually 
by the Committee. 

Sec. 32. A majority of the members of the Committee in office shall con- 
stitute a quorum, and resolutions and recommendations may be adopted by a 
majority vote of those present at any meeting at which a quorum is present, 

Sec. 33. Members of the Advisory Committee, other than the Secretary or 
the Secretary’s representative, shall be compensated and reimbursed for travel, 
subsistence, and other expenses from the funds of the Board for attendance at 
meetings of the Advisory Committee at the same rates and in the same manner 
that members of the Board are compensated and reimbursed for attendance at 
meetings of the Board. 

PRICE STABILIZATION 


Sec. 34. The Board is authorized and directed to stabilize prices of milk and 
butterfat to producers. Except as otherwise provided in this Act, the amounts, 
terms, types, and conditions of the stabilization operations of the Board, and the 
extent to which such operations are carried out, shall be determined by the 
Board. 

Sec. 35. Stabilized prices to producers for milk and butterfat shall be pro- 
vided by the Board at levels to be established and announced annually by the 
Board. In determining stabilization price levels, the amount of the marketing 
assessment, and the prices at which various dairy produces will be bought or 
sold, in any marketing year, the Board shall take into consideration (1) the de 
clared policy of this Act, (2) the nutritional value of milk and dairy products 
and the importance of such essential foods to the health and general welfare 
of the Nation and to the national defense, (3) the etsimated supply of milk 
and dairy products for such marketing year, (4) the estimated demand for 
milk and dairy products for such marketing year, (5) the price support level 
for feed crops which affect the cost of milk production, (6) the estimated costs 
of producing, processing, and marketing milk and dairy products, (7) the re 
lationship which the price of milk and dairy products bear to prices for other 
foods and to hourly returns for labor, (8) the hourly returns for the labor of 
dairy farmers and their families, (9) estimated returns to farmers from alterna- 
tive crops and commodities, (10) the general economic condition of dairy farmers 
and the effect of such condition upon the economy of rural communities and of 
the Nation as a whole, (11) the need for maintaining a reasonable relationship 
between the prices that farmers receive and the cost of the things that farmers 
buy, and (12) other economic conditions which affect the market for milk and 
dairy products. In making such determinations, the Board may hold such pub- 
lic hearings, with notice, and utilize such studies as it considers necessary to 
effectuate the purposes of this Act. The stabilization levels shall be established 
as of the beginning of the marketing year and shall be on an annual basis. 
They shall be announced as far in advance of the marketing year as is prac- 
ticable. The stabilization levels so announced by the Board shall not there- 
after be varied before the close of the marketing year for which they are appli- 
cable, except that in emergency cases, after a public hearing, with notice, the 
Board may redetermine the stabilization levels if it finds that conditions have 
materially changed since the announcement was made. <A reasonable time, 
taking into consideration the character of the emergency, shall be allowed by 
the Board before any redetermined stabilization levels are made effective. The 
Board’s finding and the record of the hearing shall be available to the public. 

Sec. 36. Appropriate adjustments and variations may be made by the Board 
in the stabilization prices for different products and for differences in grade, 
type, quality, location, season, and other factors. To determine the stabilized 
price level for any marketing year, the stabilized prices to producers for all 
commodities prescribed under this Act for such marketing year shall be reduced 
to a common factor, such as milk equivalent, and averaged. 

Sec. 37. In order to stabilize prices for milk and dairy products, the Board is 
authorized and directed to establish and maintain a surplus holding pool. The 
Board shall remove from the ordinary and usual channels of domestic con- 
sumption milk and dairy products which are not absorbed in such channels at 
the prevailing stabilization price levels. In order to accomplish this objective, 
the Board shall stand ready and willing at all times to purchase domestically 
produced butter, cheddar cheese, and nonfat dry milk solids, together with such 
milk and butterfat and such other dairy products or byproducts as the Board 
may by order designate. Such purchases shall be at price levels which the 
Board determines will return to producers on a general average basis the pre 
vailing stabilization levels for milk and butterfat. Appropriate adjustments 
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and differentials may be made between terminal markets, and between such 
terminal markets and country locations. The Board shall give due considera- 
tion to historical and established differentials in determining such adjustments 
and differentials. Purchases may be made either in terminal markets or at 
country locations, or both, with appropriate adjustments and differentials as 
above provided. The Board may prescribe the terms and conditions under which 
it will make such purchases. The specific purchases to be made and the types 
and grades to be purchased shall be in the discretion of the Board. The Board 
may take physical possession of any milk or any dairy products acquired by it 
or operate through the use of contracts or warehouse receipts in its discretion. 
It may Operate on the commodity exchanges to whatever extent it deems appro- 
priate. It may make its purchases and sales and perform its other functions 
through its own staff or through such committees, corporations, stabilization 
corporations, agents, brokers, or persons as it may designate. 

Sec. 38. The Board may sell any milk or any dairy product owned or con- 
trolled by it at any price not prohibited by this section. In determining sales 
policies for any milk or any dairy product intended for use in the ordinary and 
usual channels of domestic consumption, the Board shall give consideration to 
the establishing of such policies with respect to prices, terms, and conditions 
as it determines will not discourage or deter manufacturers, processors, and 
dealers from acquiring and carrying normal inventories of such commodities. 
The Board shall not sell any milk or any dairy product for use in the ordinary 
and usual channels of domestic consumption at less than the current stabili- 
gation price therefor. The foregoing restriction shall not apply to (a) sales to 
prevent deterioration or spoilage or to rotate stocks, (b) sales for the purpose 
of establishing claims against any person for wrongful act or violation of con- 
tract, (c) sales for exports, (d) sales for use in connection with special pro- 
motional programs to increase consumption, (e) sales for new, secondary, or 
byproduct uses, (f) sales for feed, and (g) such other sales as the Board finds 
and determines will not interfere with the purposes of this Act. The Board 
may in its discretion give away, barter for domestic or foreign assets, or sell 
at reduced prices or for foreign currency, any milk or any dairy product in its 
possession or under its control where the use to be made of it is not in the 
ordinary and usual channels of domestic consumption, including sales or gifts 
to the armed services, for school lunches, for school milk programs, to charitable 
institutions, to governmental agencies or institutions, to educational or research 
institutions, for domestic relief, for foreign relief, for export, and to such other 
agencies or for such other purposes as the Board determines will not interfere 
with the purposes of this Act. 

Sec. 39. The Federal Government and the various agencies and instrumentali- 
ties thereof, in connection with programs sponsored by the Government or 
supported in whole or in part by Government funds which call for the distri- 
bution of food, shall give due consideration to obtaining milk and dairy products 
from the Board. Agencies of the United States Government in connection with 
relief or other distributions or the procuring of materials, equipment, supplies, 
or services in foreign nations, are directed to cooperate with the Board in the 
disposal of milk and dairy products by barter or exchange for foreign assets 
or currencies and in the utilization of foreign currencies. 

Sec. 40. The Board is authorized to promote and develop new and expanded 
outlets for milk and dairy products. 

Sec. 41. The operations of the Board in connection with acquiring, transport- 
ing, holding, storing, manufacturing, processing, handling, selling, and disposing 
of milk and dairy products may be conducted through regular commercial 
channels, and due consideration shall be given by the Board to dislocating or 
disrupting as little as possible, consistent with the purposes of this Act, the 
usual and customary channels of trade. Nothing herein contained shall prevent 
the Board from conducting such operations itself or through 
stabilization corporation, broker, agency, or person. 

Sec. 42. After the effective date of this Act, surplus milk or dairy products 
shall not be sold or otherwise disposed of in the ordinary and usual channels 
of domestic trade by the Commodity Credit Corporation or by any other Federal 
agency without the express consent of the Board. The purpose of this pro- 
vision is to segregate the surplus milk and dairy products held by the Com- 
modity Credit Corporation on the effective date of this Act or subsequently 
acquired by it under this Act. 

Sec. 48. In any marketing year in which surplus milk or dairy products are 
acquired by the Board and in which milk or dairy products are imported into 
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the United States from any foreign country, the Board shall be entitled to 
turn over to the Commodity Credit Corporation for disposal as surplus in ae- 
cordance with the provisions of this Act an amount of such surplus dairy prod- 
ucts which shall not exceed the equivalent of the total amount of such imports, 
as determined by the Board, or, with the consent of the Commodity Credit 
Corporation, the Board may dispose of such surplus dairy products for the 
account of the Commodity Credit Corporation. All loss sustained by the Board 
in removing from the domestic market surplus milk and dairy products in an 
amount equivalent to such imports shall be repaid to the Board by Commodity 
Credit Corporation. The Board may exclude from the operation of this section 
any imported dairy products which it determines are not competitive with 
domestically produced milk, butterfat, or dairy products. 

Sec. 44. In any marketing year in which surplus milk or dairy products are 
acquired by the Board and in which the total domestic production of milk or 
butterfat is increased due to diversion from the production of any other crop 
or commodity, including livestock, the production of which is controlled or regu- 
lated under any Federal agricultural program, the Board shall be entitled to 
turn over to the Commodity Credit Corporation for disposal as surplus in 
accordance with the provisions of this Act an amount of such surplus dairy 
products which shall not exceed the equivalent of the total amount of such 
increased milk and butterfat production, as determined by the Secretary, or 
with the consent of the Commodity Credit Corporation, the Board may dispose 
of such surplus for the account of the Commodity Credit Corporation. All loss 
sustained by the Board in removing from the market surplus milk any dairy 
products in an amount equivalent to the volume of such increased production 
due to diversion shall be repaid to the Board by Commodity Credit Corporation. 
Such losses shall be charged by Commodity Credit Corporation to the price- 
support programs of the crops from which such diversion occurred. 


REVIEW BY THE SECRETARY 


Sec. 45. The operations of the Board shall be subject to the supervision and 
control of the Secretary to the following extent and in the following manner, 
Whenever the Secretary shall certify to the Board that there is reason to believe 
the operations of the Board have resulted or will result in prices to producers 
for milk or butterfat or both which are unreasonably high when considered 
in connection with the purpose of this Act, he shall, unless prompt action is 
taken by the Board to remedy the situation, cause a hearing to be held within 
the Department for the purpose of determining such fact. Reasonable notice 
of such hearing shall be given, and all interested parties shall be given an 
opportunity to appear and present evidence, statements, and arguments relevant 
and material to the issues involved, all of which shall be made a part of the 
record of the hearing. The Secretary may prescribe rules and regulations 
governing such hearings. 

Sec. 46. If, on the basis of the record of such hearing, the Secretary determines 
that the operations of the Board have resulted or will result in prices to 
producers that are unreasonably high, when considered in connection with 
the purposes of this Act, he shall by order prescribe the stabilization price 
levels which he determines would not be subject to such objection. 

Sec. 47. If the Board shall fail or refuse within a reasonable time to take 
effective action to bring the stabilization price levels in line with the levels 
ordered, the Secretary may petition the United States Court of Appeals for 
the District of Columbia Circuit for a decree directing the members of the 
Board to take action or to cease and desist from the taking of certain actions 
as the case may be. The court shall have jurisdiction to enter a decree af- 
firming, modifying, or setting aside the order of the Secretary, or to enter such 
other decree as the court may deem equitable. The orders of the court may be 
enforced by contempt proceedings. Any order issued by the Secretary as above 
provided may be appealed by the Board to the said court and shall thereupon 
be subject to review by the court. 


MARKETING ASSESSMENT 


Sec. 48. The cost of operating the stabilization program and of regulating 
the marketing of milk and dairy products in interstate and foreign commerce, 
or so as to affect such commerce, as herein provided, shall be paid by the milk 
producers and importers marketing milk, butterfat, or dairy products in such com- 
merce, or so as to affect such commerce, in proportion to the milk, butterfat, and 
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dairy products so marketed by them. Thus the cost of developing and maintain- 
jng an orderly stabilized, and improved market will be charged directly to those 
using the improved market and Sharing in its benefits and to them only ; and the 
amount paid by each will be directly related to the use made of the improved 
market. Marketing assessments in amounts sufficient to cover the costs of the 
program, as determined by the Board in accordance with the estimated require- 
ments of the program for each marketing year, are hereby assessed against and 
shall be collected from each producer and importer who sells milk, butterfat, or 
dairy products in interstate or foreign commerce or so as to affect such commerce. 
The marketing assessments shall be established on an annual, marketing year 
pasis. They shall be announced by the Board as far in advance of the beginning 
of the marketing year as is practicable. The assessments so announced shall not 
thereafter be varied before the close of the marketing year for which they are 
applicable, except that in emergency cases, the Board may redetermine such 
marketing assessments in the same manner that stabilization price levels may 
be redetermined in emergency cases. Every person purchasing milk, butterfat, 
or dairy products from a producer (except purchases by consumers for other 
than commercial uses), shall withhold from the purchase price an amount equal 
to the marketing assessment and shall remit the same to the Commissioner of 
Internal Revenue. For the purposes of this section, milk, butterfat, or dairy 
products delivered by a producer to a cooperative association of producers shall 
be subject to the marketing assessment upon such delivery. Returns shall be 
filed and remittances made monthly by such purchasers in accordance with rules 
prescribed by the Commissioner. 

Sec. 49. Producers holding licenses or permits issued by Federal, State, or local 
agencies authorizing them to sell milk, butterfat, or dairy products directly to 
consumers shall file returns and pay the marketing assessment on all sales made 
by them to consumers for other than commercial uses. 

‘gec. 50. The Commissioner of Internal Revenue shall collect the marketing 
assessments provided for herein and shall prescribe such rules and regulations as 
may be necessary to accomplish that purpose. 

Sec. 51. The collection of the marketing assessments shall be enforced in the 
same manner that the collection of the taxes on employees under the Federal 
Insurance Contributions Act is enforced, and the remedies, penalties, and pun- 
ishments provided by law or regulations for enforcement of such employee taxes 
shall, insofar as applicable and not inconsistent with the provisions of this Act, 
be applicable to the collection and enforcement of the marketing assessments. 

Sec. 52. There is appropriated for each fiscal year, beginning with the fiscal 
year ending June 30, 1959, an amount equal to the marketing assessments col- 
lected under the provisions of this Act. Such sums shall be maintained in a 
separate fund and shall be used by the Board only to accomplish the purposes 
and policies of this Act and for the administrative expenses of the Board. The 
sums appropriated under this section shall, notwithstanding the provisions of 
any other law, continue to remain available for the purposes of this Act until 
expended. All sums collected by the Commissioner of Internal Revenue under 
the provisions of this Act shall be credited as received to a special account 
without fiscal year limitation set up for the use of the Board. Such funds, 
including any other funds of the Board, borrowed or otherwise, which may be 
in any such special account, shall be available for use by the Board in carrying 
out the purposes and policies of this Act and for the administrative expenses of 
the Board. The Board may expend such funds for such purposes, at such times, 
insuch manner, and in such amounts, consistent with the provisions of this Act, 
as the Board finds will effectuate the purposes of this Act. 

Sec. 53. The Secretary of the Treasury is authorized and directed upon re- 
quest of the Board to establish one or more special accounts without fiscal 
year limitation for the use of the Board. 

Sec. 54. All imports of milk, butterfat, and dairy products shall be subject 
to the collection of marketing assessments at the same rates as those collected 
from domestic producers. The Secretary of the Treasury shall collect the mar 
keting assessments on imports at the time of importation. The laws and regu 
lations applicable to the import tax on sugar imposed by section 4501 (b) of 
the Internal Revenue Code of 1954 shall, insofar as applicable and not ineon- 
sistent with this Act, be applicable to the collection of the marketing assessments 
® imports. All funds so collected shall be credited as received to the special 
account of the Board and shall be available for use by the Board in the manner 
ind for the purposes above mentioned. Rules and regulations governing the 


collection and payment of such fees shall be prescribed by the Secretary of the 
Treasury. 
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MARKETING ALLOTMENT PROGRAMS 





Sec. 55. The provisions of sections 55 through 63 shall be applicable only to 
marketing years when a marketing allotment program is required or in effect 
under this Act. 

Sec. 56. In the event the marketing assessment established by the Board for 
any marketing year would exceed 25 cents per hundredweight of milk, the Board 
shall set up and put into effect for such year a marketing allotment program 
operated and financed in the manner hereinafter authorized. 

Sec. 57. The Board shall establish a base for each producer desiring to mar. 
ket milk or butterfat. Bases shall be assigned to producers, including partner. 
ships, corporations, or other business entities, and not to herds or farms. The 
Board shall provide by rules or regulations for the transfer of bases in whole 
or in part, for the assignment of bases to new producers, for the equitable adjust- 
ment of bases to avoid hardship, for such other adjustments consistent with 
the objectives of this Act as the Board deems appropriate, including adjustments 
for deficit production areas, and for such other matters as may be necessary or 
appropriate to set up and operate effectively and efficiently the programs herein 
authorized. In allocating such bases the Board shall take into consideration 
historical production, trends, abnormal production during the historical period, 
and such other factors as may be appropriate to carry out such allocation in 
an equitable and practical manner. Bases established by the Board shall 
continue in effect from year to year until terminated by the Board, but such 
bases shall be subject to modification and adjustments from time to time by the 
Board. 

Sec. 58. Persons required to withhold and report marketing assessments shall 
make such additional reports as the Board may prescribe by rule or regulation 
relating to the volume of milk marketed by each producer. The Board shall 
have authority to make such investigations, inspections, and audits of the records 
of any such person as may be necessary to enable it to carry out and enforce 
effectively the objectives of this Act. 

Sec. 59. The Board shall estimate and announce annually, as far in advance 
of the beginning of the applicable marketing year as practicable, (1) the esti- 
mated supply for such marketing year; (2) the total quantity of milk and dairy 
products which can be marketed during such marketing year at prices equal 
to or above the stabilization price levels for such year; (3) the total quantity 
of milk and dairy products which can be sold or otherwise disposed of at prices 
less than the stabilization price levels for such year but which will provide 
a net return above the cost of handling; (4) the total quantity of milk and 
dairy products to be sold, donated, or otherwise disposed of during such year 
at a net loss below the cost of handling; (5) the amount by which storage 
stocks, reserves, and set-asides will be increased or decreased during such year; 
(6) the value of the milk and dairy products in items numbered 1 through 5 
5 above, including negative values where applicable; and (7) such other matters 
as the Board deems appropriate to carry out the objectives of this Act. The 
estimates of the Board may be varied before the close of the marketing year 
for which they are applicable in the same manner in which announcements of 
stabilization price levels may be varied. 

Seo. 60. The Board shall annually allocate to producers holding bases estab 
lished by the Board the available markets for the applicable marketing year. 
Such allocations may be expressed in terms of percentage of base. 

Sec. 61. The Board shall provide for the issuance of marketing certificates 
covering the marketing allocations of each producer. 

Sec. 62. The Board may establish one or more marketing assessment rates 
for milk or butterfat marketed in any marketing year when a marketing allot- 
ment program is in effect. Such rates may be varied as between milk or butter. 
fat marketed under marketing certificates and that marketed without sud 
certificates. 

Sec. 63. Marketing allotment programs set up by the Board shall be suspended 
or terminated by the Board whenever the marketing assessment established 
by the Board for any marketing year would not exceed 25 cents per hundret: 
weight of milk. If for any subsequent marketing year such assessment would 
exceed that amount, then a marketing allotment program shall be operated 

for each such marketing year. 
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MISCELLANEOUS 


Sec. 64. The latest available statistics of the Federal Government shall be 
used in making the findings and determinations required to be made under this 
Act. Such statistics and other information of the Federal Government, and 
of its departments and agencies, as may be necessary or appropriate to enable 
the Board to carry out effectively the purposes of this Act, shall be made avail- 
able to the Board. 

Sec. 65. Office space for the central office of the Board shall be provided 
py the Department of Agriculture, if the Board requests the use of such 
space. 

Sec. 66. The provisions of the Federal Property and Administrative Serv- 
ices Act of 1949 (Public Law 152, Eighty-first Congress) ; section 3709 of the 
Revised Statutes (41 U. S. C. 5), as amended; the Walsh-Healey Public Con- 
tracts Act (41 U. 8S. C. 35-45): section 3741 of the Revised Statutes (41 
U. S. C. 22); and sections 481 and 432 of title 18 of the United States Code 
(18 U. S. C. 481, 452) shall not be applicable to contracts, purchases, sales, or 
payments made under this Act. 

Sec: 67. If any provision of this Act or the application thereof to any per- 
son, circumstance, commodity, or product is held invalid, the validity of the 
remainder of this Act and the application thereof to other persons, circum- 
stances, commodities, or products, shall not be affected thereby. 

Sec. 68. All milk and dairy products held by or for the Federal Dairy Stabili- 
zation Board and all other assets of the Board, including borrowed money, shall 
be deemed property of the United States and shall be exempt from Federal, 
State, and local property taxes, except that real estate owned by the Board 
shall be subject to nondiscriminatory State and local real estate taxes. The 
income, Obligations, contracts, and transactions of the Board, including pur- 
chases and sales made by or for the Board, shall be exempt from all Federal, 
State, and local taxes, licenses, and fees. All activities, contracts, transactions, 
and operations of the Board, its members, executive committee, officers, em- 
ployees, and agents, which are authorized by this Act shall be exempt from 
Federal and State antitrust laws. 

Sec. 69. No member of the Board or of the Advisory Committee, nor any 
other person employed or acting in any official capacity in the administration 
of this Act, shall speculate, directly or indirectly, in milk, butterfat, or dairy 
products, or in contracts relating thereto, nor shall any such person accept or 
receive any benefit or gain from any such speculation by others or own or have 
any beneficial interest in any stock or other membership interest in any organ- 
ization engaged in any such speculation. Normal business operations con- 
nected with the production, manufacturing, storing, and effective merchandising 
of milk and dairy products, whether hedged or not, shall not be considered 
speculative within the meaning of this section. No member of the Board or 
of the Advisory Committee, nor any other person directly or indirectly con- 
nected with the Board or its activities or who shall have access to the files or 
information of the Board, shall divulge any information concerning the Board 
or its activities, which the Board shall have classified as confidential. Any 
person violating the provisions of this section shall upon conviction thereof be 
fined not more than $10,000 or imprisoned not more than one year, or both. 

Sec. 70. The general penal statutes relating to crimes and offenses against 
the United States, its property, contracts, employees, and operations shall apply 
with respect to the Board, its property, contracts, employees, and operations 
to the extent that such application is not inconsistent with the provisions of 
this Act. 

Src. 71. The price support operations of the Secretary under title II of the 
Agricultural Act of 1949 with respect to milk, butterfat, and dairy products 
shall be suspended during the entire period that stabilization operations are 
carried on by the Board under the authority of this Act. 


REFERENDUM OF MILK PRODUCERS 


Sec. 72. On the second Monday in September 1958, a referendum shall be 
conducted by the Secretary to determine whether dairy farmers favor a dairy 
stabilization program operated by the Federal Dairy Stabilization Board as 
herein provided or a price support program operated by the Secretary under 
title II of the Agricultural Act of 1949. The Secretary shall prescribe rules 
governing such referendum and shall determine all questions relating thereto. 
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He shall promptly determine and announce the results of the referendum. 
Producers eligible to vote for nominees for appointment to the Federal Dairy 
Stabilization Board shall be eligible to vote in such referendum. In any election 
or referendum conducted under the authority of this Act, the Secretary shal] 
consider the vote of any cooperative association of milk producers bona fide 
engaged in marketing milk, butterfat, or dairy products for producers as the vote 
of the producers who are members of, stockholders in, or under contract with, 
such cooperative association. 

Sec. 73. If a majority of those voting in the referendum provided for in the 
above section favor a price support program operated by the Federal Dairy 
Stabilization Board as herein provided, then the stabilization operations of the 
Board and the collection of the marketing assessments shall begin April 1, 1959, 
The price support operations of the Secretary under title II of the Agricultural 
Act of 1949 shall thereupon be suspended as provided in section 71 of this Act, 

Sec. 74. If a majority of those voting in the referendum above provided 
favor a price support program operated by the Secretary under title II of the 
Agricultural Act of 1949, then the Secretary shall continue to make available to 
producers price support for milk, butterfat, and the products of milk and butter- 
fat under title II of said Act, and the provisions of the Federal Dairy Stabiliza- 
tion Act of 1958 shall cease to be effective. 

Sec. 75. The decision of the Secretary in all matters relating to the referendum 
above provided shall be final. 

Sec. 76. In order to provide a definite program for the purpose of such refer- 
endum, the Board is directed, in the event the dairy stabilization program herein 
provided is approved and notwithstanding any other provisions of this Act, to 
support prices to producers for milk and butterfat for the marketing year 
beginning April 1, 1959, at 90 per centum of the parity price therefor, using 
the manufacturing milk parity equivalent formula originally used under the 
Agricultural Act of 1949, and the marketing assessment for such marketing 
year shall be 25 cents per hundredweight of milk or milk equivalent. There- 
after the stabilization levels and the amount of the marketing assessments shall 
be determined annually as herein provided. The provisions of this Act relating 
to variations in annual stabilization levels and marketing assessment rates in 
emergency cases shall be applicable to the stabilization levels and marketing 
assessment rates prescribed in this section. 

Sec. 77. Dairy stabilization programs operated by the Federal Dairy Stabiliza- 
tion Board shall be subject to a referendum to determine whether such programs 
shall be continued or terminated, if 10 per centum or more of the milk producers 
eligible to vote in referendums under this Act shall petition the Secretary in 
writing for such referendum. Upon receipt of a qualified petition, the Secretary 
shall conduct such referendum and determine and announce the results thereof. 

Sec. 78. If a majority of those voting in the referendum provided for in the 
above section favor a price support program operated by the Federal Dairy 
Stabilization Board, then the stabilization operations of the Board and the col- 
lection of the marketing assessments shall be continued. If a majority of those 
voting in the referendum provided for in the above section favor discontinuing 
the stabilization operations of the Board, then the Secretary shall make avail- 
able to producers price support for milk, butterfat, and the products of milk 
and butterfat under title II of the Agricultural Act of 1949. Upon the reinsti- 
tution of such price supports by the Secretary, the stabilization operations of 
the Board shall cease and no further marketing assessments shall be collected. 
All assets of the Board shall be transferred to the Secretary for liquidation. 
Any assets remaining after the payment of all obligations of the Board shall 
be available to the Secretary for use in connection with such price support 
operations. 


[H. R. 10403, 85th Cong., 2d sess.] 


A BILL To provide an adequate, balanced, and orderly flow of milk and dairy products in 
interstate and foreign commerce and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Dairy 
Stabilization Act of 1958.” 
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LEGISLATIVE FINDINGS 


Sec. 2. Milk and dairy products are an important source of the Nation’s total 
supply of food for domestic consumption and for export. They are marketed on 
nationwide markets, and substantial quantities thereof, in both raw and proc- 
essed form, move in interstate and foreign commerce. Recurring seasonal and 
periodic surpluses and shortages, impaired purchasing power and financial in- 
stabiilty of milk producers, unnecessarily high prices to consumers for essential 
foods, disorderly marketing practices, economic strife, and congestion in storage, 
transportation, processing, and other handling facilities adversely affect farm 
credit, disorganize and disrupt the agricultural and general economy of the 
United States, impinge on the public welfare, impair the national security, and 
burden interstate and foreign commerce. The production and marketing of 
milk and dairy products is affected with a public interest, directly affects the 
welfare and security of the Nation, and is attended with substantial and far 
reaching consequences to interstate and foreign commerce. All marketing of 
milk and dairy products is either in the current of interstate or foreign com- 
merce or directly affects such commerce. That part which enters directly into 
the current of interstate or foreign commerce cannot be effectively regulated 
without regulating also that part which is marketed within the State of pro- 
ducion. The intrastate production and marketing of milk and dairy products 
is in competition with the production and marketing of milk and dairy products 
for interstate and foreign commerce. 


DECLARATION OF POLICY 


Sec. 3. It is hereby declared to be the policy of the Congress (a) to pro- 
vide an adequate, balanced, and orderly flow of milk and dairy products in 
interstate and foreign commerce; (b) to promote the effective merchandising of 
milk and dairy products in interstate and foreign commerce; (c) to develop 
an improved, orderly, and stabilized market for milk and dairy products which 
are marketed in interstate or foreign commerce, or so as to affect such com- 
merce; (d) to protect the security and welfare of the Nation by maintaining 
adequate domestic production and supplies of milk and dairy products and by 
keeping national agricultural resources permanently productive and rea- 
sonably adjusted to current demand; (e) to stabilize the prices of milk and 
dairy products at levels which will assure adequate supplies of milk and dairy 
products and provide a fair return to the producers of milk and butterfat com- 
mensurate with the cost of production, taking into consideration the invest- 
ment and risk involved, and the labor of the producer and his family; (f) to 
protect the interest of consumers by maintaining a stabilized, continuous, and 
adequate supply of milk and dairy products at fair prices; and (g) to provide 
a self-financing system of price stabilization and production adjustment for 
milk and dairy products. 

GENERAL DEFINITIONS 


Sec. 4. For the purposes of this Act— 

(a) The terms “interstate commerce” and “foreign commerce” include the 
movement of milk and dairy products in commerce between any State or the 
District of Columbia and any place outside thereof, or within the District of 
Columbia, or between any Territory or possession which is included within the 
operation of this Act by the action of the Board and any place outside thereof, 
or within any such Territory or possession. 

(b) The term “affect interstate or foreign commerce” means, among other 
things, to burden, obstruct, impede, or otherwise affect interstate or foreign 
commerce, the free and orderly flow thereof, or the production, storing, proc- 
essing, marketing, or transportation of milk and dairy products for or in such 
commerce or after transportation therein, 

(c) “United States” means the several States, the District of Columbia, and 
any Territory or possession of the United States which the Board determines 
should be included in the operation of this Act. The term “States” includes 
any State, the District of Columbia, and any Territory or possession which the 
Board includes within the term “United States.” The provisions of this Act 
shall apply to the United States as herein defined, except that the powers and 
authority of the Board may be exercised in other areas and in foreign coun- 
tries in connection with the sale or other disposal of milk, butterfat, and dairy 
products. 


’ 
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(d) “Secretary” means the Secretary of Agriculture, “Department” means the 
United States Department of Agriculture, “Board” means the Federal Dairy 
Stabilization Board, and “Advisory Committee” means the Federal Dairy 
Advisory Committee. 

(e) “Person” means an individual, partnership, corporation, association, 
trust, estate, or any other business entity. 

(f) The terms “milk”, “butterfat”, and “dairy products” mean milk and 
butterfat and the products of milk and butterfat, respectively, including any 
classification, type, or grade thereof; together with such combinations and by- 
products thereof, and such products manufactured wholly or in part thereof, as 
may be designated by the Board. 

(g) “Marketing year” means the twelve-month period beginning April 1 of 
each year. 

(h) “Estimated supply” for any marketing year shall be (1) the estimated 
carryover at the beginning of such marketing year; plus (2) estimated production 
for market in the United States during such marketing year, less the estimated 
surplus to be acquired by or charged to the Commodity Credit Corporation during 
such marketing year as a result of diverted areas; plus (8) estimated imports 
into the United States during such marketing year, less the estimated surplus 
to be acquired by or charged to the Commodity Credit Corporation during such 
marketing year as a result of imports. Estimates for marketing years may be 
based on statistics or estimates for calendar years, or, in the discretion of the 
Board, calendar year estimates may be used in place of marketing year estimates, 

(i) “Carryover” shall not include the estimated surplus milk or dairy prod- 
ucts owned or controlled by or charged to the Commodity Credit Corporation, or 
to be acquired by or charged to it, under this Act before the beginning of the 
marketing year for which “carryover” is to be estimated. 

(j) “Estimated demand” for any marketing year shall be (1) the estimated 
consumption in the United States during such marketing year; plus (2) esti- 
mated exports during such marketing year; plus (3) an allowance for carryover. 
In determining estimated demand, estimated disposals of surplus milk or dairy 
products by Commodity Credit Corporation, or by the Board outside of the 
ordinary channels of domestic or foreign trade, shall be excluded. 

(k) The “allowance for carryover” shall be determined by the Board. In mak- 
ing this determination, consideration shall be given to the need for maintaining 
an adequate, dependable, and continuous supply of milk and dairy products. The 
Board shall take into consideration any abnormal conditions present or likely 
to prevail, contingencies related to national security and world supplies, and 
trends in the production, marketing, and utilization of milk and dairy products. 

(1) “Milk producer” means any person engaged in the production of milk or 
butterfat for market. A milk producer to be eligible to serve as a member of 
the Board, or to vote for nominees for appointment to the Board must be engaged 
in the production and marketing of milk or butterfat in commercial quantities. 

(m) “Commodity Credit Corporation” shall include the Commodity Credit 
Corporation as now or hereafter constituted and any successor or other Federal 
agency authorized to perform similiar services. 


FEDERAL DAIRY STABILIZATION BOARD 


Seo. 5. There is created in the Department as an independent agency and 
instrumentality of the United States a Federal Dairy Stabilization Board con- 
sisting of fifteen members to be appointed by the President after receiving 
nominations from milk producers as hereinafter provided. Only persons who 
are milk producers, or who are officers of dairy cooperative associations which 
meet the requirements of the Capper-Volstead Act (7 U. S. C. 291-292), or who 
are officers of federations or marketing agencies in common owned and con- 
trolled by such cooperatives, shall be eligible to serve on the Board. Not less 
than eleven of the fifteen members of the Board shall be milk producers. The 
temporary impairment of this ratio by the death, resignation, disqualification, 
or removal of producer members, or for other causes, shall not affect the authority 
of the Board to act. 

Sec. 6. In order to secure appropriate regional representation on the Board, 
the United States shall be divided into fifteen Federal dairy districts to be 
designated by the Secretary. In designating such districts, the Secretary shall 
give consideration to (1) complete geographical representation of the United 
States and (2) the importance of dairying in each district. 
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Sec. 7. Each Federal dairy district shall be assigned one place on the Board. 
The milk producers in each district shall by ballot select three nominees for the 
place on the Board assigned to their district. Each milk producers shall be 
entitled to submit one name for nominee for the place on the Board to be filled 
from his district. The three candidates receiving the highest number of votes 
for nominee for each respective place on the Board shall be nominees for 
appointment to such place. The Secretary shall conduct all elections for the 
selection of such nominees, prescribe such rules and regulations as he may 
consider necessary in the administration of the duties assigned to him under 
this Act, determine all questions involving the qualifications of such nominees, 
members of the Board, or milk producers, resolve all tie votes for such nominees, 
and certify such nominees to the President. The decision of the Secretary in 
all such matters shall be final. The three nominees so selected for each place 
on the Board shall be received and considered by the President in making ap- 
pointments to the respective places on the Board for which such nominees 
were selected. In making appointments to the Board, the President shall give 
due consideration to securing an equitable representation of the various forms 
in which milk and its products are sold. 

Sec. 8. The first appointments to the Board shall be equally divided between 
two-, four-, and six-year terms, respectively, as designated by the President; 
and thereafter each member shall be appointed for a term of six years. Terms 
of Board members shall be based on calendar years and shall expire on the 31st 
day of December of the last calendar year of the appointment. Each member 
shall hold office for the term of his appointment and until his successor shall 
have been appointed and shall have taken office. Board members may be re- 
moved for cause or ineligibility by the President. Vacancies on the Board may 
be filled for the unexpired terms by appointment by the President, taking into 
consideration the nominees from which the original appointment was made, or, 
in the discretion of the President, in the manner herein prescribed for the 
appointment of members for a regular term. Vacancies on the Board shall not 
impair the power of the remaining members to exercise all the powers of the 
Board, except that in no event shall the Board be empowered to act unless 
eight or more places on the Board are filled. Each member of the Board, 
other than the Secretary or the Secretary’s representative, shall receive a per 
diem of $50 for each day’s attendance at meetings of the Board and while 
traveling to and from said meetings, but not to exceed a total of $2,500 in any 
one year, together with actual, necessary travel, subsistence, and other expenses 
incurred in the discharge of his official duties without regard to other laws 
with respect to allowances which may be made on account of travel and sub- 
sistence expenses of officers and employed personnel of the United States. The 
Secretary, or an official of the Department designated by him, shall be an ex 
officio member of the Board. He shall meet and confer with the Board but 
shall not be entitled to vote. 

Sec. 9. The Board shall meet annually on the second Monday in January 
and at other times upon call of the Chairman. In addition, special meetings 
of the Board may be called at any time by a majority of the members of the 
Board in office, or by the Secretary. The Board shall meet at least once in 
each calendar quarter of each year. 

Sec. 10. The Chairman of the Board shall be selected by the Board. He 
shall hold office for a term of two calendar years and until his successor shall 
have been selected and shall have taken office. Vacancies in the office of the 
Chairman of the Board shall be filled for the unexpired term by the Board. 

Sec. 11. A majority of the members of the Board in office shall constitute a 
quorum, and action may be taken by a majority vote of those present at any 
regular or special meeting at which a quorum is present. The findings and 
determinations of the Board made under the authority of this Act shall be final 
and conclusive. The Board may adopt, alter, and use an official seal which 
shall be judicially noticed. It may adopt rules and regulations governing the 
manner in which its business may be conducted and its powers may be exercised. 

Sec. 12. The Board may sue and be sued in the same manner, in the same 
courts, and to the same extent that the Commodity Credit Corporation may sue 
and be sued; and the laws, rules, and decisions applicable to suits by or against 
that Corporation shall be applicable to suits by or against the Board. The 
Board shall be entitled to the use of the United States mails in the same manner 
and upon the same conditions as the Commodity Credit Corporation. 

Sec. 13. The Board may select an executive committee of five from among 
its members and delegate to it any power or authority of the Board, except the 
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power to set price stabilization levels, the amount of the marketing assessment 
herein provided for, or the total quantity of milk and butterfat which may be 
marketed under marketing certificates. Not less than three of the five members 
of the executive committee shall be milk producers. The temporary impairment 
of this ratio by the death, resignation, disqualification, or removal of producer 
members, or for other causes, shall not affect the authority of the committee 
to act. Members of the executive committee shall be paid their actual, necessary 
travel, subsistence, and other expenses incurred in the discharge of their official 
duties, without regard to other laws with respect to allowances which may be 
made on account of travel and subsistence expenses of officers and employed 
personnel of the United States and, in addition to their compensation as members 
of the Board, may be paid a per diem in such amounts and for such days as the 
Board may prescribe. Vacancies on the executive committee may be filled by 
the Board. Vacancies on the committee shall not impair the power of the 
remaining members to exercise all the powers of the committee provided a 
quorum remains. Three members of the committee shall constitute a quorum. 
The Chairman of the Board shall be a member of the executive committee and 
its chairman. Meetings of the executive committee may be called by the 
chairman, a majority of the members of the committee in office, or by the 
Secretary. The Secretary, or an official of the Department designated by him, 
shall be an ex officio member of the executive committee. He shall meet and 
confer with the executive committee but shall not be entitled to vote or to receive 
expenses or per diem. 

Sec. 14. The Board may enter into and carry out such contracts or agreements 
as are necessary or desirable in the conduct of its business. State and local laws 
or rules shall not be applicable with respect to contracts or agreements of the 
Board, or the parties thereto, to the extent that such contracs or agreements 
provide that such laws or rules shall not be applicable. 

Sec. 15. The Board may, either directly or through such corporations, stabiliza- 
tion corporations, brokers, agents, or persons as it may designate, acquire, hold, 
store, warehouse, manufacture, process, service, package, advertise, sell and 
transport, or otherwise acquire, handle or dispose of, milk and dairy products 
in raw or processed form, or in the form of warehouse receipts, or contracts to 
buy or sell, and may contract for plants, facilities, and services needed to 
accomplish such purposes. 

Sec. 16. The Board shall have the power to acquire, hold, improve, repair, 
modify, encumber, lease, use, and dispose of real or personal property, or any 
right or interest therein, which may be necessary or appropriate to the conduct 
of its business. 

Sec. 17. The Board may borrow money and pledge as security any assets 
which it may have, including dairy products. It shall be entitled to borrow from 
the Commodity Credit Corporation, and the Commodity Credit Corporation is 
authorized and directed to loan to it, without security, such amounts as the 
Board may deem necessary to carry out effectively the purposes of this Act: 
Provided, however, That the total amount of all money borrowed from the Com- 
modity Credit Corporation and outstanding at any one time shall not exceed 
in the aggregate the sum of $350,000,000. The Board may borrow money from 
any other source of credit available to it upon the security of the dairy products 
acquired by it or on the security of other assets or by unsecured loans and may 
issue notes, bonds, and other obligations. Other than the authority to borrow 
from the Commodity Credit Corporation, the Board shall have no authority to 
obligate the United States, and none of its notes, bonds, or other obligations 
shall be guaranteed by or collectible from the United States. Judgments and 
other claims against the Board shall be enforced only against the assets of the 
Board in the same manner as if it were a corporation, and no liability for the 
debts or actions of the Board shall exist against either the United States or 
any member, officer, employee, or agent of the Board in his individual capacity. 

Sec. 18. The Board shall determine the character of and the necessity for its 
obligations and expenditures and the manner in which they shall be incurred, 
allowed, and paid. It may make final and conclusive settlement and adjustment 
of any claims by or against the Board or of the accounts of its officers, employees, 
agents, and contractors. 

Sec. 19. The Board may make such loans and advances of its funds as are 
necessary in the conduct of its business. 

Sec. 20. The Board shall have such other powers as may be necessary or appro- 
priate for the exercise of the powers vested in it and the effective performance 
of the duties imposed on it by this Act. 
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Sec. 21. The Board shall pay interest to the Commodity Credit Corporation 
on all money owed to that. Corporation at such rates as may be determined by 
the Secretary of the Treasury to represent the cost of money to the Government, 
taking into consideration the terms for which such amounts are loaned to the 
Board. 

Sec. 22. The Board is authorized to use in its business all funds or other assets 
in its possession, including net earnings and borrowed money. 

Sec. 23. The Board may appoint such committees and officers and employ such 
personnel as it may deem necessary for the conduct of its business, fix the amount 
of and pay their compensation, define their authority and duties, and delegate 
to them, or to such corporations, stabilization corporations, brokers, agents, or 
persons with whom it may contract, such of the powers vested in the Board as 
it may determine, except the power to determine price stabilization levels, the 
amount of the marketing assessment herein provided for or the total quantity 
of milk and butterfat which may be marketed under marketing certificates. All 
such committees, officers, and employees, including the executive committee, shall 
be subject to the general supervision and control of the Board. The Board may 
require and pay for bonds for employees, officers, agents, or contractors. None of 
the officers, members, or employees of the Board shall be subject to the Federal 
laws and regulations relating to the employment, compensation, classification, 
discharge, or leave, travel, and subsistence allowances, of Government employees, 
except such regulations relating thereto as may be prescribed by the Board. 
Subsequent amendments of such laws or regulations shall not affect this exemp- 
tion, unless such amendments shall specifically so provide. 

Sec. 24. The Board may, with the consent of the agency concerned, accept and 
utilize, on a compensated or uncompensated basis, the officers, employees, services, 
facilities, and information of any agency of the United States or of any State 
or of any political subdivision or any of the foregoing. 

Sec. 25. The Board may, in the conduct of its business, utilize on a contract 
or fee basis any corporation, stabilization corporation, association, agency, per- 
son, commodity exchange, broker, or trade facility. 

Sec. 26. The Board shall at all times maintain complete and accurate minutes 
and books of account. It shall file annually with the Secretary a complete 
report of the business of the Board, a copy of which shall be submitted to 
Congress. The financial transactions of the Board shall be audited annually by 
a certified public accountant, or firm thereof, in accordance with generally 
accepted principles and procedures applicable to commercial corporate trans- 
actions. Copies of the audit report shall be submitted to the Secretary and 
to Congress. 

FEDERAL DAIRY ADVISORY COMMITTEE 


Sec. 27. The Secretary is authorized and directed to appoint a Federal Dairy 
Advisory Committee of twelve members which shal! confer with and advise the 
Board concerning the dairy stabilization programs herein authorized. 

Sec. 28. In making appointments to the Advisory Committee the Secretary shall 
give equitable recognition to representation of (1) manufacturers, handlers, and 
distributors of milk and dairy products; (2) consumers; (3) other agricultural 
commodities or programs that may be affected by the operation of the dairy 
stabilization program; and (4) other interests which the Secretary determines 
are directly concerned with the operation of this Act. 

Sec. 29. Membership on the Advisory Committee shall be for a term of three 
calendar years, expiring on December 31 of the last year of the term. Each 
member shall hold office for the term of his appointment and until his successor 
shall have been appointed and shall have taken office. Members of the Advisory 
Committee may be removed by the Secretary with or without cause. Vacancies 
may be filed by the Secretary for unexpired terms. Vacancies on the Advisory 
Committee shall not affect the authority of the remaining members to meet and 
perform the functions of the Committee. Original appointments shall he equally 
divided between one-, two-, and three-year terms, as designated by the Secretary. 
The Secretary, or an official of the Department designated by him, shall be an 
ex officio member of the Advisory Committee. He shall meet and confer with 
the Committee but shall not be entitled to vote. 

Sec. 30. The Advisory Committee shall meet annually on the second Monday 
in January and at other times upon call of the Chairman of the Board. 

Sec. 31. The Chairman of the Advisory Committee shall be selected annually 
by the Committee. 
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Sec. 32. A majority of the members of the Committee in office shall constitute 
a quorum, and resolutions and recommendations may be adopted by a majority 
vote of those present at any meeting at which a quorum is present. 

Sec. 33. Members of the Advisory Committee, other than the Secretary or the 
Secretary’s representative, shall be compensated and reimbursed for travel, 
subsistence, and other expenses from the funds of the Board for attendance at 
meetings of the Advisory Committee at the same rates and in the same manner 
that members of the Board are compensated and reimbursed for attendance at 
meetings of the Board. 

PRICE STABILIZATION 


Sec. 34. The Board is authorized and directed to stabilize prices of milk and 
butterfat to producers. Except as otherwise provided in this Act, the amounts, 
terms, types, and conditions of the stabilization operations of the Board, and the 
extent to which such operations are carried out, shall be determined by the 
Board. 

Sec. 35. Stabilized prices to producers for milk and butterfat shall be provided 
by the Board at levels to be established and announced annually by the Board. 
In determining stabilization price levels, the amount of the marketing assessment, 
and the prices at which various dairy products will be bought or sold, in any 
marketing year, the Board shall take into consideration (1) the declared policy 
of this Act, (2) the nutritional value of milk and dairy products and the im- 
portance of such essential foods to the health and general welfare of the 
Nation and to the national defense, (3) the estimated supply of milk and dairy 
products for such marketing year, (4) the estimated demand for milk and dairy 
products for such marketing year, (5) the price support level for feed crops 
which affect the cost of milk production, (6) the estimated costs of producing, 
processing, and marketing milk and dairy products, (7) the relationship which 
the price of milk and dairy products bear to prices for other foods and to hourly 
returns for labor, (8) the hourly returns for the labor of dairy farmers and their 
families, (9) estimated returns to farmers from alternative crops and commodi- 
ties, (10) the general economic condition of dairy farmers and the effect of such 
condition upon the economy of rural communities and of the Nation as a whole, 
(11) the need for maintaining a reasonable relationship between the prices that 
farmers receive and the cost of the things that farmers buy, and (12) other 
economic conditions which affect the market for milk and dairy products. In 
making such determinations, the Board may hold such public hearings, with 
notice, and utilize such studies as it considers necessary to effectuate the pur- 
poses of this Act. The stabilization levels shall be established as of the beginning 
of the marketing year and shall be on an annual basis. They shall be announced 
as far in advance of the marketing year as is practicable. The stabilization 
levels so announced by the Board shall not thereafter be varied before the close 
of the marketing year for which they are applicable, except that in emergency 
cases, after a public hearing, with notice, the Board may redetermine the stabili- 
zation levels if it finds that conditions have materially changed since the 
announcement was made. A reasonable time, taking into consideration the 
character of the emergency, shall be allowed by the Board before any redeter- 
mined stabilization levels are made effective. The Board’s finding and the record 
of the hearing shall be available to the public. 

Sec. 36. Appropriate adjustments and variations may be made by the Board in 
the stabilization prices for different products and for differences in grade, type, 
quality, location, season, and other factors. To determine the stabilized price 
level for any marketing year, the stabilized prices to producers for all commodi- 
ties prescribed under this Act for such marketing year shall be reduced to a 
common factor, such as milk equivalent, and averaged. 

Sec. 37. In order to stabilize prices for milk and dairy products, the Board is 
authorized and directed to establish and maintain a surplus holding pool. The 
Board shall remove from the ordinary and usual channels of domestic consump- 
tion milk and dairy products which are not absorbed in such channels at the 
prevailing stabilization price levels. In order to accomplish this objective, the 
Board shall stand ready and willing at all times to purchase domestically pro- 
duced butter, cheddar cheese, and nonfat dry milk solids, together with such 
milk and butterfat and such other dairy products or byproducts as the Board 
may by order designate. Such purchases shall be at price levels which the 
Board determines will return to producers on a general average basis the pre- 
vailing stabilization levels for milk and butterfat. Appropriate adjustments and 
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differentials may be made between terminal markets, and between such terminal 
markets and country locations. The Board shall give due consideration to his- 
torical and established differentials in determining such adjustments and dif- 
ferentials. Purchases may be made either in terminal markets or at country 
locations, or both, with appropriate adjustments and differentials as above 
provided. The Board may prescribe the terms and conditions under which it 
will make such purchases. The specific purchases to be made and the types and 
grades to be purchased shall be in the discretion of the Board. The Board may 
take physical possession of any milk or any dairy products acquired by it or 
operate through the use of contracts or warehouse receipts in its discretion. It 
may operate on the commodity exchanges to whatever extent it deems appropriate. 
It may make its purchases and sales and perform its other functions through its 
own staff or through such committees, corporations, stabilization corporations, 
agents, brokers, or persons as it may designate. 

Sec. 38. The Board may sell any milk or any dairy product owned or controlled 
by it at any price not prohibited by this section. In determining sales policies 
for any milk or any dairy product intended for use in the ordinary and usual 
channels of domestic consumption, the Board shall give consideration to the 
establishing of such policies with respect to prices, terms, and conditions as it 
determines will not discourage or deter manufacturers, processors, and dealers 
from acquiring and carrying normal inventories of such commodities. The 
Board shall not sell any milk or any dairy product for use in the ordinary and 
usual channels of domestic consumption at less than the current stabilization 
price therefor. The foregoing restriction shall not apply to (a) sales to prevent 
deterioration or spoilage or to rotate stocks, (b) sales for the purpose of estab- 
lishing claims against any person for wrongful act or violation of contract, 
(¢) sales for exports, (d) sales for use in connection with special promotional 
programs to increase consumption, (e) sales for new, secondary, or byproduct 
uses, (f) sales for feed, and (g) such other sales as the Board finds and de- 
termines will not interfere with the purposes of this Act. The Board may in its 
discretion give away, barter for domestic or foreign assets, or sell at reduced 
prices or for foreign currency, any milk or any dairy product in its possession 
or under its control where the use to be made of it is not in the ordinary and 
usual channels of domestic consumption, including sales or gifts to the armed 
services, for school lunches, for school milk programs, to charitable institutions, 
to governmental agencies or institutions, to educational or research institutions, 
for domestic relief, for foreign relief, for export, and to such other agencies 
or for such other purposes as the Board determines will not interfere with the 
purposes of this Act. 

Sec. 39. The Federal Government and the various agencies and instrumen- 
talities thereof, in connection with programs sponsored by the Government or 
supported in whole or in part by Government funds which call for the distri- 
bution of food, shall give due consideration to obtaining milk and dairy products 
from the Board. Agencies of the United States Government in connection with 
relief or other distributions or the procuring of materials, equipment, supplies, 
or services in foreign nations, are directed to cooperate with the Board in the 
disposal of milk and dairy products by barter or exchange for foreign assets or 
currencies and in the utilization of foreign currencies. 

Seo. 40. The Board is authorized to promote and develop new and expanded 
outlets for milk and dairy products. 

Sec. 41. The operations of the Board in connection with acquiring, transport- 
ing, holding, storing, manufacturing, processing, handling, selling, and disposing 
of milk and dairy products may be conducted through regular commercial 
channels, and due consideration shall be given by the Board to dislocating or 
disrupting as little as possible, consistent with the purposes of this Act, the 
usual and customary channels of trade. Nothing herein contained shall prevent 
the Board from conducting such operations itself or through a corporation, 
stabilization corporation, broker, agency, or person. 

Sec. 42. After the effective date of this Act, surplus milk or dairy products 
shall not be sold or otherwise disposed of in the ordinary and usual channels 
of domestic trade by the Commodity Credit Corporation or by any other Federal 
agency without the express consent of the Board. The purpose of this pro- 
vision is to segregate the surplus milk and dairy products held by the Com- 
modity Credit Corporation on the effective date of this Act or subsequently 
acquired by it under this Act. 
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Sec. 43. In any marketing year in which surplus milk or dairy products are 
acquired by the Board and in which milk or dairy products are imported into 
the United States from any foreign country, the Board shall be entitled to turn 
over to the Commodity Credit Corporation for disposal as surplus in accordance 
with the provisions of this Act an amount of such surplus dairy products which 
shall not exceed the equivalent of the total amount of such imports, as deter- 
mined by the Board, or, with the consent of the Commodity Credit Corporation, 
the Board may dispose of such surplus dairy products for the account of the 
Commodity Credit Corporation. All loss sustained by the Board in removing 
from the domestic market surplus milk and dairy products in an amount equiy- 
alent to such imports shall be repaid to the Board by Commodity Credit Cor- 
poration. The Board may exclude from the operation of this section any 
imported dairy products which it determines are not competitive with domes- 
tically produced milk, butterfat, or dairy products. 

Sec. 44. In any marketing year in which surplus milk or dairy products are 
acquired by the Board and in which the total domestic production of milk 
or butterfat is increased due to diversion from the production of any other 
crop or commodity, including livestock, the production of which is controlled 
or regulated under any Federal agricultural program, the Board shall be 
entitled to turn over to the Commodity Credit Corporation for disposal ag 
surplus in accordance with the provisions of this Act an amount of such surplus 
dairy products which shall not exceed the equivalent of the total amount of 
such increased milk and butterfat production, as determined by the Secretary, 
or, with the consent of the Commodity Credit Corporation, the Board may 
dispose of such surplus for the account of the Commodity Credit Corporation, 
All loss sustained by the Board in removing from the market surplus milk and 
dairy products in an amount equivalent to the volume of such increased pro- 
duction due to diversion shall be repaid to the Board by Commodity Credit 
Corporation. Such losses shall be charged by Commodity Credit Corporation 
to the price support programs of the crops from which such diversion occurred. 


REVIEW BY THE SECRETARY 


Sec. 45. The operations of the Board shall be subject to the supervision and 
control of the Secretary to the following extent and in the following manner. 
Whenever the Secretary shall certify to the Board that there is reason to believe 
the operations of the Board have resulted or will result in prices to producers 
for milk or butterfat or both which are unreasonably high when considered in 
connection with the purpose of this Act, he shall, unless prompt action is taken 
by the Board to remedy the situation, cause a hearing to be held within the 
Department for the purpose of determining such fact. Reasonable notice of 
such hearing shall be given, and all interested parties shall be given an oppor- 
tunity to appear and present evidence, statements, and arguments relevant and 
material to the issues involved, all of which shall be made a part of the record 
of the hearing. The Secretary may prescribe rules and regulations governing 
such hearings. 

Sec. 46. If, on the basis of the record of such hearing, the Secretary determines 
that the operations of the Board have resulted or will result in prices to producers 
that are unreasonably high, when considered in connection with the purposes 
of this Act, he shall by order prescribe the stabilization price levels which he 
determines would not be subject to such objection. 

Sec. 47. If the Board shall fail or refuse within a reasonable time to take effec- 
tive action to bring the stabilization price levels in line with the levels ordered, 
the Secretary may petition the United States Court of Appeals for the District 
of Columbia Circuit for a decree directing the members of the Board to take 
action or to cease and desist from the taking of certain actions as the case may 
be. The court shall have jurisdiction to enter a decree affirming, modifying, 
or setting aside the order of the Secretary, or to enter such other decree as the 
court may deem equitable. The orders of the court may be enforced by contempt 
proceedings. Any order issued by the Secretary as above provided may be 
appealed by the Board to the said court and shall thereupon be subject to review 


by the court. 
MARKETING ASSESSMENT 


Sec. 48. The cost of operating the stabilization program and of regulating the 
marketing of milk and dairy products in interstate and foreign commerce, or 80 
as to affect such commerce, as herein provided, shall be paid by the milk producers 
and importers marketing milk, butterfat, or dairy products in such commerce, 
or so as to affect such commerce, in proportion to the milk, butterfat, and dairy 
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products so marketed by them. Thus the cost of developing and maintaining 
an orderly, stabilized, and improved market will be charged directly to those 
using the improved market and sharing in its benefits and to them only; and 
the amount paid by each will be directly related to the use made of the improved 
market. Marketing assessments in amounts sufficient to cover the costs of the 
program, as determined by the Board in accordance with the estimated require- 
ments of the program for each marketing year, are hereby assessed against and 
shall be collected from each producer and importer who sells milk, butterfat, 
or dairy products in interstate or foreign commerce or so as to affect such com- 
merce. The marketing assessments shall be established on an annual, marketing 
year basis. They shall be announced by the Board as far in advance of the 
beginning of the marketing year as is practicable. The assessments so announced 
shall not thereafter be varied before the close of the marketing year for which 
they are applicable, except that in emergency cases, the Board may redetermine 
such marketing assessments in the same manner that stabilization price levels 
may be redetermined in emergency cases. Every person purchasing milk, butter- 
fat, or dairy products from a producer (except purchases by consumers for other 
than commercial uses), shall withhold from the purchase price an amount equal 
to the marketing assessment and shall remit the same to the Commissioner of 
Internal Revenue. For the purposes of this section, milk, butterfat, or dairy 
products delivered by a producer to a cooperative association of producers shall 
be subject to the marketing assessment upon such delivery. Returns shall be 
filed and remittances made monthly by such purchasers in accordance with rules 
prescribed by the Commissioner, 

Sec. 49. Producers holding licenses or permits issued by Federal, State, or local 
agencies authorizing them to sell milk, butterfat, or dairy products directly to 
consumers shall file returns and pay the marketing assessment on all sales made 
by them to consumers for other than commercial uses. 

Sec. 50. The Commissioner of Internal Revenue shall collect the marketing 
assessments provided for herein and shall prescribe such rules and regulations as 
may be necessary to accomplish that purpose. 

Sec. 51. The collection of the marketing assessments shall be enforced in the 
same manner that the collection of the taxes on employees under the Federal 
Insurance Contributions Act is enforced, and the remedies, penalties, and punish- 
ments provided by law or regulations for enforcement of such employee taxes 
shall, insofar as applicable and not inconsistent with the provisions of this Act, 
be applicable to the collection and enforcement of the marketing assessments. 

Sec. 52. There is appropriated for each fiscal year, beginning with the fiscal 
year ending June 30, 1959, an amount equal to the marketing assessments col- 
lected under the provisions of this Act. Such sums shall be maintained in a sepa- 
rate fund and shall be used by the Board only to accomplish the purposes and 
policies of this Act and for the administrative expenses of the Board. The sums 
appropriated under this section shall, notwithstanding the provisions of any other 
law, continue to remain available for the purposes of this Act until expended. 
All sums collected by the Commissioner of Internal Revenue under the provisions 
of this Act shall be credited as received to a special account without fiscal year 
limitation set up for the use of the Board. Such funds, including any other funds 
of the Board, borrowed or otherwise, which may be in any such special account, 
shall be available for use by the Board in carrying out the purposes and policies 
of this Act and for the administrative expenses of the Board. The Board may 
expend such funds for such purposes, at such times, in such manner, and in such 
amounts, consistent with the provisions of this Act, as the Board finds will 
effectuate the purposes of this Act. 

Sec. 53. The Secretary of the Treasury is authorized and directed upon request 
of the Board to establish one or more special accounts without fiscal year limita- 
tion for the use of the Board. 

Sec. 54. All imports of milk, butterfat, and dairy products shall be subject to 
the collection of marketing assessments at the same rates as those collected from 
domestic producers. The Secretary of the Treasury shall collect the marketing 
assessments on imports at the time of importation. The laws and regulations 
applicable to the import tax on sugar imposed by section 4501 (b) of the Internal 
Revenue Code of 1954 shall, insofar as applicable and not inconsistent with this 
Act, be applicable to the collection of the marketing assessments on imports. All 
funds so collected shall be credited as received to the special account of the Board 
and shall be available for use by the Board in the manner and for the purposes 
above mentioned. Rules and regulations governing the collection and payment of 
such fees shall be prescribed by the Secretary of the Treasury. 
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MARKETING ALLOTMENT PROGRAMS 


Sec. 55. The provisions of sections 55 through 63 shall be applicable only to 
marketing years when a marketing allotment program is required or in effect 
under this Act. 

Sec. 56. In the event the marketing assessment established by the Board for 
any marketing year would exceed 25 cents per hundredweight of milk, the Board 
shall set up and put into effect for such year a marketing allotment program 
operated and financed in the manner hereinafter authorized. 

Sec. 57. The Board shall establish a base for each producer desiring to market 
milk or butterfat. Bases shall be assigned to producers, including partnerships, 
corporations, or other business entities, and not to herds or farms. The Board 
shall provide by rules or regulations for the transfer of bases in whole or in part, 
for the assignment of bases to new producers, for the equitable adjustment of 
bases to avoid hardship, for such other adjustments consistent with the objectives 
of this Act as the Board deems appropriate, including adjustments for deficit 
production areas, and for such other matters as may be necessary or appropriate 
to set up and operate effectively and efficiently the programs herein authorized, 
In allocating such bases the Board shall take into consideration historical produc- 
tion, trends, abnormal production during the historical period, and such other 
factors as may be appropriate to carry out such allocation in an equitable and 
practical manner. Bases established by the Board shall continue in effect from 
year to year until terminated by the Board, but such bases shall be subject to 
modification and adjustments from time to time by the Board. 

Sec. 58. Persons required to withhold and report marketing assessments shall 
make such additional reports as the Board may prescribe by rule or regulation 
relating to the volume of milk marketed by each producer. The Board shall have 
authority to make such investigations, inspections, and audits of the records of 
any such person as may be necessary to enable it to carry out and enforce 
effectively the objectives of this Act. 

Sec. 59. The Board shall estimate and announce annually, as far in advance of 
the beginning of the applicable marketing year as is practicable, (1) the esti- 
mated supply for such marketing year; (2) the total quantity of milk and dairy 
products which can be marketed during such marketing year at prices equal to or 
above the stabilization price levels for such year; (3) the total quantity of milk 
and dairy products which can be sold or otherwise disposed of at prices less than 
the stabilization price levels for such year but which will provide a net return 
above the cost of handling; (4) the total quantity of milk and dairy products to 
be sold, donated, or otherwise disposed of during such year at a net loss below 
the cost of handling; (5) the amount by which storage stocks, reserves, and set- 
asides will be increased or decreased during such year: (6) the value of the milk 
and dairy products in items numbered 1 through 5 above, including negative values 
where applicable; and (7) such other matters as the Board deems appropriate 
to carry out the objectives of this Act. The estimates of the Board may be varied 
before the close of the marketing year for which they are applicable in the same 
manner in which announcements of stabilization price levels may be varied. 

Sec. 60. The Board shall annually allocate to producers holding bases estab- 
lished by the Board the available markets for the applicable marketing year. 
Such allocations may be expressed in terms of percentage of base. 

Sec. 61. The Board shall provide for the issuance of marketing certificates 
covering the marketing allocations of each producer. 

Sec. 62. The Board may establish one or more marketing assessment rates for 
milk or butterfat marketed in any marketing year when a marketing allotment 
program is in effect. Such rates may be varied as between milk or butterfat 
marketed under marketing certificates and that marketed without such 
certificates. 

Sec. 63. Marketing allotment programs set up by the Board shall be suspended 
or terminated by the Board whenever the marketing assessment established by 
the Board for any marketing year would not exceed 25 cents per hundredweight 
of milk. If for any subsequent marketing year such assessment would exceed 
that amount, then a marketing allotment program shall be operated for each 
such marketing year. 

MISCELLANEOUS 


Sec. 64. The latest available statistics of the Federal Government shall be 
used in making the findings and determinations required to be made under this 
Act. Such statistics and other information of the Federal Government, and 
of its departments and agencies, as may be necessary or appropriate to enable 
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the Board to carry out effectively the purposes of this Act, shall be made avyail- 
able to the Board. 

Sec. 65. Office space for the central office of the Board shall be provided by 
the Department of Agriculture, if the Board requests the use of such space. 

Sec. 66. The provisions of the Federal Property and Administrative Services 
Act of 1949 (Public Law 152, Highty-first Congress) ; section 3709 of the Revised 
Statutes (41 U. S. C. 5), as amended; the Walsh-Healey Public Contracts Act 
(41 U. S. C. 35-45) ; section 3741 of the Revised Statutes (41 U. 8S. C. 22); and 
sections 431 and 432 of title 18 of the United States Code (18 U. 8. C. 481, 482) 
shall not be applicable to contracts, purchases, sales, or payments made under 
this Act. 

Sec. 67. If any provision of this Act or the application thereof to any person, 
circumstance, commodity, or product is held invalid, the validity of the re- 
mainder of this Act and the application thereof to other persons, circmustances, 
commodities, or products, shall not be affected thereby. 

Sec. 68. All milk and dairy products held by or for the Federal Dairy Stabili- 
zation Board and all other assets of the Board, including borrowed money, shall 
be deemed property of the United States and shall be exempt from Federal, 
State, and local property taxes, except that real estate owned by the Board shall 
be subject to nondiscriminatory State and local real estate taxes. The income, 
obligations, contracts, and transactions of the Board, including purchases and 
sales made by or for the Board, shall be exempt from all Federal, State, and 
local taxes, licenses, and fees. All activities, contracts, transactions, and opera- 
tions of the Board, its members, executive committee, officers, employees, and 
agents which are authorized by this Act shall be exempt from Federal and State 
antitrust laws. 

Sec. 69. No member of the Board or of the Advisory Committee, nor any other 
person employed or acting in any official capacity in the administration of this 
Act, shall speculate, directly or indirectly, in milk, butterfat, or dairy products, 
or in contracts relating thereto, nor shall any such person accept or receive any 
benefit or gain from any such speculation by others or own or have any beneficial 
interest in any stock or other membership interest in any organization engaged 
in any such speculation. Normal business operations connected with the pro- 
duction, manufacturing, storing, and effective merchandising of milk and dairy 
products, whether hedged or not, shall not be considered speculative within 
the meaning of this section. No member of the Board or of the Advisory Com- 
mittee, nor any other person directly or indirectly connected with the Board or 
its activities or who shall have access to the files or information of the Board, 
shall divulge any information concerning the Board or its activities, which the 
Board shall have classified as confidential. Any person violating the provisions 
of this section shall upon conviction thereof be fined not more than $10,000 or 
imprisoned not more than one year, or both. 

Sec. 70. The general penal statutes relating to crimes and offenses against the 
United States, its property, contracts, employees, and operations shall apply with 
respect to the Board, its property, contracts, employees, and operations to the 
extent that such application is not inconsistent with the provisions of this Act. 

Sec. 71. The price support operations of the Secretary under title II of the 
Agricultural Act of 1949 with respect to milk, butterfat, and dairy products shall 
be suspended during the entire period that stabilization operations are carried on 
by the Board under the authority of this Act. 


REFERENDUM OF MILK PRODUCERS 


Sec. 72. On the second Monday in September 1958, a referendum shall be 
conducted by the Secretary to determine whether dairy farmers favor a dairy 
Stabilization program operated by the Federal Dairy Stabilization Board as 
herein provided or a price support program operated by the Secretary under 
title II of the Agricultural Act of 1949. The Secretary shall prescribe rules 
governing such referendum and shall determine all questions relating thereto. 
He shall promptly determine and announce the results of the referendum. 
Producers eligible to vote for nominees for appointment to the Federal Dairy 
Stabilization Board shall be eligible to vote in such referendum. In any election 
or referendum conducted under the authority of this Act, the Secretary shall 
consider the vote of any cooperative association of milk producers bona fide 
engaged in marketing milk, butterfat, or dairy products for producers as the 
vote of the producers who are members of, stockholders in, or under contract 
with, such cooperative association. 
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Sec. 73. If a majority of those voting in the referendum provided for in the 
above section favor a price support program operated by the Federal Dairy 
Stabilization Board as herein provided, then the stabilization operations of the 
Board and the collection of the marketing assessments shall begin April 1, 1959, 
The price support operations of the Secretary under title II of the Agricultural 
Act of 1949 shall thereupon be suspended as provided in section 71 of this Act. 

Sec. 74. If a majority of those voting in the referendum above provided favor 
a price support program operated by the Secretary under title II of the Agri- 
cultural Act of 1949, then the Secretary shall continue to make available to 
producers price support for milk, butterfat, and the products of milk and butter- 
fat under title II of said Act, and the provisions of the Federal Dairy Stabiliza- 
tion Act of 1958 shall cease to be effective. 

Sec. 75. The decision of the Secretary in all matters relating to the referendum 
above provided shall be final. 

Sec. 76. In order to provide a definite program for the purpose of such referen- 
dum, the Board is directed, in the event the dairy stabilization program herein 
provided is approved and notwithstanding any other provisions of this Act, 
to support prices to producers for milk and butterfat for the marketing year 
beginning April 1, 1959, at 90 per centum of the parity price therefor, using the 
manufacturing milk parity equivalent formula originally used under the Agri- 
eultural Act of 1949, and the marketing assessment for such marketing year 
shall be 25 cents per hundredweight of milk or milk equivalent. Thereafter the 
stabilization levels and the amount of the marketing assessments shall be de- 
termined annually as herein provided. The provisions of this Act relating to 
variations in annual stabilization levels and marketing assessment rates in emer- 
gency cases shall be applicable to the stabilization levels and marketing assess- 
ment rates prescribed in this section. 

Sec. 77. Dairy stabilization programs operated by the Federal Dairy Stabiliza- 
tion Board shall be subject to a referendum to determine whether such programs 
shall be continued or terminated, if 10 per centum or more of the milk producers 
eligible to vote in referendums under this Act shall petition the Secretary in 
writing for such referendum. Upon receipt of a qualified petition, the Secretary 
shall conduct such referendum and determine and announce the results thereof. 

Sec. 78. If a majority of those voting in the referendum provided for in the 
above section favor a price support program operated by the Federal Dairy 
Stabilization Board, then the stabilization operations of the Board and the 
collection of the marketing assessments shall be continued. If a majority of 
those voting in the referendum provided for in the above section favor discon- 
tinuing the stabilization operations of the Board, then the Secretary shall make 
available to producers price support for milk, butterfat, and the products of 
milk and butterfat under title II of the Agricultural Act of 1949. Upon the 
reinstitution of such price supports by the Secretary, the stabilization operations 
of the Board shall cease and no further marketing assessments shall be collected. 
All assets of the Board shall be transferred to the Secretary for liquidation. 
Any assets remaining after the payment of all obligations of the Board shall 
be available to the Secretary for use in connection with such price support 


operations. 


[H. R. 10593, 85th Cong., 2d sess.] 


A BILL To provide an adequate, balanced, and orderly flow of milk and dairy products in 
interstate and foreign commerce, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That this Act may be cited as the 
“Dairy Stabilization Act of 1958”’. 


LEGISLATIVE FINDINGS 


Sec. 2. Milk and dairy products are an important source of the Nation’s total 
supply of food for domestic consumption and for export. They are marketed on 
nationwide markets, and substantial quantities thereof, in both raw and proc- 
essed form, move in interstate and foreign commerce. Recurring seasonal and 
periodic surpluses and shortages, impaired purchasing power and financial in- 
stability of milk producers, unnecessarily high prices to consumers for essen- 
tial foods, disorderly marketing practices, economic strife, and congestion in 
storage, transportation, processing, and other handling facilities adversely 
affect farm credit, disorganize and disrupt the agricultural and general economy 
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of the United States, impinge on the public welfare, impair the national security, 
and burden interstate and foreign commerce. The production and marketing of 
milk and dairy products is affected with a public interest, directly affects the 
welfare and security of the Nation, and is attended with substantial and far 
reaching consequences to interstate and foreign commerce. All marketing of 
milk and dairy products is either in the current of interstate or foreign com- 
merce or directly affects such commerce. That part which enters directly into 
the current of interstate or foreign commerce cannot be effectively regulated 
without regulating also that part which is marketed within the State of pro- 
duction, The intrastate production and marketing of milk and dairy products is 
in competition with the production and marketing of milk and dairy products 
for interstate and foreign commerce. 


DECLARATION OF POLICY 


Sec. 3. It is hereby declared to be the policy of the Congress (a) to provide 
an adequate, balanced, and orderly flow of milk and dairy products in interstate 
and foreign commerce; (b) to promote the effective merchandising of milk and 
dairy products in interstate and foreign commerce; (c) to develop an improved, 
orderly, and stabilized market for milk and dairy products which are marketed 
in interstate or foreign commerce, or so as to affect such commerce; (d) to 
protect the security and welfare of the Nation by maintaining adequate domes- 
tic production and supplies of milk and dairy products and by keeping the na- 
tional agricultural resources permanently productive and reasonably adjusted 
to current demand; (e) to stabilize the prices of milk and dairy products at 
levels which will assure adequate supplies of milk and dairy products and 
provide a fair return to the producers of milk and butterfat commensurate with 
the cost of production, taking into consideration the investment and risk in- 
volved, and the labor of the producer and his family; (f) to protect the interest 
of consumers by maintaining a stabilized, continuous, and adequate supply of 
milk and dairy products at fair prices; and (g) to provide a self-financing sys- 
tem of price stabilization and production adjustment for milk and dairy 


products. 
GENERAL DEFINITIONS 


Sec. 4. For the purposes of this Act— 

(a) The terms “interstate commerce” and “foreign commerce” include the 
movement of milk and dairy products in commerce between any State or the 
District of Columbia and any place outside thereof, or within the District of 
Columbia, or between any Territory or possession which is included within the 
operation of this Act by the action of the Board and any place outside thereof, 
or within any such Territory or possession. 

(b) The term “affect interstate or foreign commerce’ means, among other 
things, to burden, obstruct, impede, or otherwise affect interstate or foreign 
commerce, the free and orderly flow thereof, or the production, storing, process- 
ing, marketing, or transportation of milk and dairy products for or in such 
commerce or after transportation therein. 

(c) “United States’ means the several States, the District of Columbia, and 
any Territory or possession of the United States which the Board determines 
should be included in the operation of this Act. The term “States” includes 
any State, the District of Columbia, and any Territory or possession which the 
Board includes within the term “United States.’ The provisions of this Act 
shall apply to the United States as herein defined, except that the powers and 
authority of the Board may be exercised in other areas and in foreign countries 
in connection with the sale or other disposal of milk, butterfat, and dairy 
products. 

(d) “Secretary” means the Secretary of Agriculture, “Department” means 
the United States Department of Agriculture, “Board” means the Federal Dairy 
Stabilization Board, and “Advisory Committee’’ means the Federal Dairy Ad- 
vistory Committee. 

(e) “Person” means an individual, partnership, corporation, association, trust, 
estate, or any other business entity. 

(f) The terms “milk”, “butterfat”, and “dairy products” mean milk and but- 
terfat and the products of milk and butterfat, respectively, including any clas- 
sification, type, or grade thereof; together with such combinations and by- 
products thereof, and such products manufactured wholly or in part thereof, as 
may be designated by the Board. 


, 
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(z) “Marketing year” means the twelve-month period beginning April 1 of 
each year. 

(h) “Estimated supply” for any marketing year shall be (1) the estimated 
carryover at the beginning of such marketing year; plus (2) estimated produc 
tion for market in the United States during such marketing year, less the 
estimated surplus to be acquired by or charged to the Commodity Credit Cor- 
poration during such marketing year as a result of diverted acres; plus (3) 
estimated imports into the United States during such marketing year, less the 
estimated surplus to be acquired by or charged to the Commodity Credit Cor- 
poration during such marketing year as a result of imports. Estimates for mar- 
keting years may be based on statistics or estimates for calendar years, or, in 
the discretion of the Board, calendar year estimates may be used in place of 
marketing year estimates. 

(i) “Carryover” shall not include the estimated surplus milk or dairy products 
owned or controlled by or charged to the Commodity Credit Corporation, or to 
be acquired by or charged to it, under this Act before the beginning of the mar- 
keting year for which “carryover” is to be estimated. 

(j) “Estimated demand” for any marketing year shall be (1) the estimated 
consumption in the United States during such marketing year; plus (2) esti- 
mated exports during such marketing year; plus (3) an allowance for carryover. 
In determining estimated demand, estimated disposals of surplus milk or dairy 
products by Commodity Credit Corporation, or by the Board outside of the 
ordinary channels of domestic or foreign trade, shall be excluded. 

(k) The “allowance for carryover” shall be determined by the Board, In 
mated exports during such marketing year; plus (3) an allowance for carryover. 
In determining estimated demand, estimated, disposals of surplus milk or dairy 
products. The Board shall take into consideration any abnormal conditions 
present or likely to prevail, contingencies related to national security and world 
supplies, and trends in the production, marketing, and utilization of milk and 
dairy products. 

(1) “Milk producer” means any person engaged in the production of milk or 
butterfat for market. A milk producer to be eligible to serve as a member of the 
Board, or to vote for nominees for appointment to the Board must be engaged 
in the production and marketing of milk or butterfat in commercial quantities. 

(m) “Commodity Credit Corporation” shall include the Commodity Credit 
Corporation as now or hereafter constituted and any successor or other Federal 
agency authorized to perform similar sevices. 


FEDERAL DAIRY STABILIZATION BOARD 


Sec. 5. There is created in the Department as an independent agency and in- 
strumentality of the United States a Federal Dairy Stabilization Board con- 
sisting of fifteen members to be appointed by the President after receiving nom- 
inations from milk producers as hereinafter provided. Only persons who are 
milk prcducers, or who are officers of dairy cooperative associations Which meet 
the requirements of the Capper-Volstead Act (7 U. S. C. 291-292), or who are 
officers of federations or marketing agencies in common owned and controlled by 
such cooperatives, shall be eligible to serve on the Board. Not less than eleven of 
the fifteen members of the Board shall be milk producers. The temporary im- 
pairment of this ratio by the death, resignation, disqualification, or removal of 
producer members, or for other causes, shall not affect the authority of the 
Board to act. 

Sec. 6. In order to secure appropriate regional representation on the Board, 
the United States shall be divided into fifteen Federal dairy districts to be 
designated by the Secretary. In designating such districts, the Secretary shall 
give consideration to (1) complete geographical representation of the United 
States and (2) the importance of dairying in each district. 

Sec. 7. Each Federal dairy district shall be assigned one place on the Board. 
The milk preducers in each district shall by ballot select three nominees for 
the place on the Board assigned to their district. Each milk producer shall be 
entitled to submit one name for nominee for the place on the Board to be filled 
from his district. The three candidates receiving the highest number of votes 
for nominees for each respective place on the Board shall be nominees for 
appointment to such place. The Secretary shall conduct all elections for the 
selection of such nominees, prescribe such rules and regulations as he may con- 
sider necessary in the administration of the duties assigned to him under this 
Act, determine all questions involving the qualifications of such nominees, mem- 
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bers of the Board, or milk producers, resolve all tie votes for such nominees, 
and certify such nominees to the President. The decision of the Secretary in 
all such matters shall be final. The three nominees so selected for each place 
on the Board shall be received and considered by the President in making ap 
pointments to the respective places on the Board for which such nominees 
were selected. In making appointments to the Board, the President shall give 
due consideration to securing an equitable representation of the various forms 
in which milk and its products are sold. 

Sec. 8. The first appointments to the Board shall be equally divided between 
2-, 4-, and 6-year terms, respectively, as designated by the President; and 
thereafter each member shall be appointed for a term of 6 years. Terms of 
Board members shall be based on calendar years and shall expire on the 31st day 
of December of the last calendar year of the appointment. Each member shall 
hold office for the term of his appointment and until his successor shall have 
been appointed and shall have taken office. Board members may be removed for 
cause or ineligibility by the President. Vacancies on the Board may be filled for 
the unexpired terms by appointment by the President, taking into consideration 
the nominees from which the original appointment was made, or, in the discre- 
tion of the President, in the manner herein prescribed for the appointment of 
members for a regular term. Vacancies on the Board shall not impair the 
power of the remaining members to exercise all the powers of the Board, except 
that in no event shall the Board be empowered to act unless eight or more places 
on the Board are filled. Each member of the Board, other than the Secretary 
or the Secretary’s representative, shall receive a per diem of $50 for each day’s 
attendance at meetings of the Board and while traveling to and from said meet- 
ings, but not to exceed a total of $2,500 in any 1 year, together with actual, nec- 
essary travel, subsistence, and other expenses incurred in the discharge of his 
official duties without regard to other laws with respect to allowances which may 
be made on account of travel and subsistence expenses of officers and employed 
personnel of the United States. The Secretary, or an official of the Department 
designated by him, shall be an ex officio member of the Board. He shall meet 
and confer with the Board but shall not be entitled to vote. 

Sec. 9. The Board shall meet annually on the second Monday in January and 
at other times upon call of the Chairman. In addition, special meetings of the 
Board may be calied at any time by a majority of the members of the Board in 
office, or by the Secretary. The Board shall meet at least once in each calendar 
quarter of each year. 

Sec. 10. The Chairman of the Board shall be selected by the Board. He shall 
hold office for a term of 2 calendar years and until his success shall have been 
selected and shall have taken office. Vacancies in the office of the Chairman of 
the Board shall be filled for the unexpired term by the Board. 

Sec. 11. A majority of the members of the Board in office shall constitute a 
quorum, and action may be taken by a majority vote of those present at any 
regular or special meeting at which a quorum is present. The fidings and deter- 
minations of the Board made under the authority of this Act shall be final and 
conclusive. The Board may adopt, alter, and use an official seal which shall be 
judicially noticed. It may adopt rules and regulations governing the manner in 
which its business may be conducted and its powers may be exercised. 

Sec. 12. The Board may sue and be sued in the same manner, in the same 
courts, and to the same extent that the Commodity Credit Corporation may sue 
and be sued; and the laws, rules, and decisions applicable to suits by or against 
that Corporation shall be applicable to suits by or against the Board. The 
Board shall be entitled to the use of the United States mails in the same manner 
and upon the same conditions as the Commodity Credit Corporation. 

Sec. 13. The Board may select an executive committee of five from among its 
members and delegate to it any power or authority of the Board, except the 
power to set price stabilization levels, the amount of the marketing assessment 
herein provided for, or the total quantity of milk and butterfat which may be 
marketed under marketing certificates. Not less than three of the five members 
of the executive committee shall be milk producers. The temporary impairment 
of this ratio by the death, resignation, disqualification, or removal of producer 
members, or for other causes, shall not affect the authority of the committee to 
act. Members of the executive committee shall be paid their actual, necessary 
travel, subsistence, and other expenses incurred in the discharge of their official 
duties, without regard to other laws with respect to allowances which may be 
made on account of travel and subsistence expenses of officers and employed per- 
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sonnel of the United States and, in addition to their compensation as members 
of the Board, may be paid a per diem in such amounts and for such days as the 
Board may prescribe. Vacancies on the executive committee may be filled by 
the Board. Vacancies on the committee shall not impair the power of the re- 
maining members to exercise all the powers of the committee provided a quorum 
remains, Three members of the committee shall constitute a quorum. The 
Chairman of the Board shall be a member of the executive committee and its 
chairman. Meetings of the executive committee may be called by the chairman, 
a majority of the members of the committee in office, or by the Secretary. The 
Secretary, or an official of the Department designated by him, shall be an ex 
officio member of the executive committee. He shall meet and confer with the 
executive committee but shall not be entitled to vote or to receive expenses or 
per diem. 

Sec. 14. The Board may enter into and carry out such contracts or agreements 
as are necessary or desirable in the conduct of its business. State and local laws 
or rules shall not be applicable with respect to contracts or agreements of the 
Board, or the parties thereto, to the extent that such contracts or agreements 
provide that such laws or rules shall not be applicable. 

Sec. 15. The Board may, either directly or through such corporations, stabiliza- 
tion corporations, brokers, agents, or persons as it may designate, acquire, hold, 
store, warehouse, manufacture, process, service, package, advertise, sell and 
transport, or otherwise acquire, handle or dispose of, milk and dairy products in 
raw or processed form, or in the form of warehouse receipts, on contracts to buy 
or sell, and may contract for plants, facilities, and services needed to accomplish 
such purposes. 

Sec. 16. The Board shall have the power to acquire, hold, improve, repair, 
modify, encumber, lease, use, and dispose of real or personal property, or any 
right or interest therein, which may be necessary or appropriate to the conduct 
of its business. 

Sec. 17. The Board may borrow money and pledge as security any assets which 
it may have, including dairy products. It shall be entitled to borrow from the 
Commodity Credit Corporation, and the Commodity Credit Corporation is author- 
ized and directed to loan to it, without security, such amounts as the Board may 
deem necessary to carry out effectively the purposes of this Act: Prowided, how- 
ever, That the total amount of all money borrowed from the Commodity Credit 
Corporation and outstanding at any one time shall not exceed in the aggregate 
the sum of $350,000,000. The Board may borrow money from any other source 
of credit available to it upon the security of the dairy products acquired by it or 
on the security of other assets or by unsecured loans and may issue notes, bonds, 
and other obligations. Other than the authority to borrow from the Commodity 
Credit Corporation, the Board shall have no authority to obligate the United 
States, and none of its notes, bonds, or other obligations shall be guaranteed by or 
collectible from the United States. Judgments and other claims against the 
Board shall be enforced only against the assets of the Board in the same manner 
as if it were a corporation, and no liability for the debts or actions of the Board 
shall exist against either the United States or any member, officer, employee, or 
agent of the Board in his individual capacity. 

Sec. 18. The Board shall determine the character of and the necessity for its 
obligations and expenditures and the manner in which they shall be incurred, 
allowed, and paid. It may make final and conclusive settlement and adjustment 
of any claims by or against the Board or of the accounts of its officers, employees, 
agents, and contractors. 

Sec. 19. The Board may make such loans and advances of its funds as are 
necessary in the conduct of its business. 

Sec. 20. The Board shall have such other powers as may be necessary or appro- 
priate for the exercise of the powers vested in it and the effective performance 
of the duties imposed on it by this Act. 

Sec. 21. The Board shall pay interest to the Commodity Credit Corporation on 
all money owed to that Corporation at such rates as may be determined by the 
Secretary of the Treasury to represent the cost of money to the Government, 
taking into consideration the terms for which such amounts are loaned to the 
Board. 

Sec. 22. The Board is authorized to use in its business all funds or other assets 
in its possession, including net earnings and borrowed money. 

Sec. 23. The Board may appoint such committees and officers and employ such 
personnel as it may deem necessary for the conduct of its business, fix the amount 
of and pay their compensation, define their authority and duties, and delegate to 
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them, or to such corporations, stabilization corporations, brokers, agents, or 
persons with whom it may contract, such of the powers vested in the Board as it 
may determine, except the power to determine price stabilization levels, the 
amount of the marketing assessment herein provided for or the total quantity of 
milk and butterfat which may be marketed under marketing certificates. All 
such committees, officers, and employees, including the executive committee, shall 
be subject to the general supervision and control of the Board. The Board may 
require and pay for bonds for employees, officers, agents, or contractors. None 
of the officers, members, or employees of the Board shall be subject to the Federal 
laws and regulations relating to the employment, compensation, classification, 
discharge, or leave, travel, and subsistence allowances, of Government employees, 
except such regulations relating thereto as may be prescribed by the Board. 
Subsequent amendments of such laws or regulations shall not affect this exemp- 
tion, unless such amendments shall specifically so provide. 

Sec. 24. The Board may, with the consent of the agency concerned, accept and 
utilize, on a compensated or uncompensated basis, the officers, employees, services, 
facilities, and information of any agency of the United States or of any State or 
of any political subdivision of any of the foregoing. 

Sec. 25. The Board may, in the conduct of its business, utilize on a contract 
or fee basis any corporation, stabilization corporation, association, agency, per- 
son, commodity exchange, broker, or trade facility. 

Sec. 26. The Board shall at all times maintain complete and accurate minutes 
and books of account. It shall file annually with the Secretary a complete 
report of the business of the Board, a copy of which shall be submitted to 
Congress. The financial transactions of the Board shall be audited annually 
by a certified public accountant, or firm thereof, in accordance with generally 
accepted principles and procedures applicable to commercial corporate transac- 
tions. Copies of the audit report shall be submitted to the Secretary and to 
Congress. 

FEDERAL DAIRY ADVISORY COMMITTEE 


Sec. 27. The Secretary is authorized and directed to appoint a Federal Dairy 
Advisory Committee of twelve members which shall confer with and advise the 
Board concerning the dairy stabilization programs herein authorized. 

Sec. 28. In making appointments to the Advisory Committee the Secretary 
shall give equitable recognition to representation of (1) manufacturers, han- 
dlers, and distributors of milk and dairy products; (2) consumers; (3) other 
agricultural commodities or programs that may be affected by the operation 
of the dairy stabilization program; and (4) other interests which the Secretary 
determines are directly concerned with the operation of this Act. 

Sec. 29. Membership on the Advisory Committee shall be for a term of three 
calendar years, expiring on December 31 of the last year of the term. Each 
member shall hold office for the term of his appointment and until his successor 
shall have been appointed and shall have taken office. Members of the Advisory 
Committee may be removed by the Secretary with or without cause. Vacancies 
may be filled by the Secretary for unexpired terms. Vacancies on the Advisory 
Committee shall not affect the authority of the remaining members to meet and 
perform the functions of the Committee. Original appointments shall be equally 
divided between one-, two-, and three-year terms, as designated by the Secretary. 
The Secretary, or an official of the Department designated by him, shall be an 
ex officio member of the Advisory Committee. He shall meet and confer with 
the Committee but shall not be entitled to vote. 

Sec. 30. The Advisory Committee shall meet annually on the second Monday 
in January and at other times upon call of the Chairman of the Board. 

Sec. 31. The Chairman of the Advisory Committee shall be selected annually 
by the Committee. 

Sec. 32. A majority of the members of the Committee in office shall constitute 
a quorum, and resolutions and recommendations may be adopted by a majority 
vote of those present at any meeting at which a quorum is present. 

Sec. 33. Members of the Advisory Committee, other than the Secretary or 
the Secretary’s representative, shall be compensated and reimbursed for travel, 
subsistence, and other expenses from the funds of the Board for attendance at 
meetings of the Advisory Committee at the same rates and in the same manner 
that members of the Boagd are compensated and reimbursed for attendance at 
meetings of the Board. 

































































420 DAIRY PRODUCTS PRICE SUPPORT 








PRICE STABILIZATION 





Sec. 34. The Board is authorized and directed to stabilize prices of milk and 
butterfat to producers. Except as otherwise provided in this Act, the amounts, 
terms, types, and conditions of the stabilization operations of the Board, and the 
extent to which such operations are carried out, shall be determined by the Board, 

Sec. 35. Stabilized prices to producers for milk and butterfat shall be provided 
by the Board at levels to be established and announced annually by the Board. 
In determining stabilization price levels, the amount of the marketing assess- 
ment, and the prices at which various dairy products will be bought or sold, 
in any marketing year, the Board shall take into consideration (1) the declared 
policy of this Act, (2) the nutritional value of milk and dairy products and the 
importance of such essential foods to the health and general welfare of the 
Nation and to the national defense, (3) the estimated supply of milk and dairy 
products for such marketing year, (4) the estimated demand for milk and dairy 
products for such marketing year, (5) the price support level for feed crops which 
affect the cost of milk production, (6) the estimated costs of producing, process- 
ing, and marketing milk and dairy products, (7) the relationship which the price 
of milk and dairy products bears to prices for other foods and to hourly returns 
for labor, (8) the hourly returns for the labor of dairy farmers and their families, 
(9) estimated returns to farmers from alternative crops and commodities, (10) 
the general economic condition of dairy farmers and the effect of such condition 
upon the economy of rural communities and of the Nation as a whole, (11) the 
need for maintaining a reasonable relationship between the prices that farmers 
receive and the cost of the things that farmers buy, and (12) other economic 
conditions which affect the market for milk and dairy products. In making such 
determinations, the Board may hold such public hearings, with notice, and utilize 
such studies as it considers necessary to effectuate the purposes of this Act. The 
stabilization levels shall be established as of the beginning of the marketing year 
and shall be on an annual basis. They shall be announced as far in advance of 
the marketing year as is practicable. The stabilization levels so announced by 
the Board shall not thereafter be varied before the close of the marketing year 
for which they are applicable, except that in emergency cases, after a public 
hearing, with notice, the Board may redetermine the stabilization levels if it finds 
that conditions have materially changed since the announcement was made. A 
reasonable time, taking into consideration the character of the emergency, shall 
be allowed by the Board before any redetermined stabilization levels are made 
effective. The Board’s finding and the record of the hearing shall be available 
to the public. 

Sec. 36. Appropriate adjustments and variations may be made by the Board 
in the stabilization prices for different products and for differences in grade, type, 
quality, location, season, and other factors. To determine the stabilized price 
level for any marketing year, the stabilized prices to producers for all com- 
modities prescribed under this Act for such marketing year shall be reduced to 
a common factor, such as milk equivalent, and averaged. 

Sec. 37. In order to stabilize prices for milk and dairy products, the Board is au- 
thorized and directed to establish and maintain a surplus holding pool. The 
Board shall remove from the ordinary and usual channels of domestic consump- 
tion, milk and dairy products which are not absorbed in such channels at the 
prevailing stabilization price levels. In order to accomplish this objective, the 
Board shall stand ready and willing at all times to purchase domestically pro- 
duced butter, cheddar cheese, and nonfat dry milk solids, together with such milk 
and butterfat and such other dairy products or byproducts as the Board may by 
order designate. Such purchases shall be at price levels which the Board de- 
termines will return to producers on a general average basis the prevailing 
stabilization levels for milk and butterfat. Appropriate adjustments and dif- 
ferentials may be made between terminal markets, and between such terminal 
markets and country locations. The Board shall give due consideration to his- 
torical and established differentials in determining such adjustments and dif- 
ferentials. Purchases may be made either in terminal markets or at country 
locations, or both, with appropriate adjustments and differentials as above pro- 
vided. The Board may prescribe the terms and conditions under which it will 
make such purchases. The specific purchases to be made and the types and 
grades to be purchased shall be in the discretion of the Board. The Board may 
take physical possession of any milk or any dairy products acquired by it or 
operate through the use of contracts or warehouse receipts in its discretion. It 
may operate on the commodity exchanges to whatever extent it deems appropri- 
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ate. It may make its purchases and sales and perform its other functions through 
its own staff or through such committees, corporations, stabilization corporations, 
agents, brokers, or persons as it may designate. 

Sec. 38. The Board may sell any milk or any dairy product owned or controlled 
by it at any price not prohibited by this section. In determining sales policies 
for any milk or any dairy product intended for use in the ordinary and usual 
channels of domestic consumption, the Board shall give consideration to the 
establishing of such policies with respect to prices, terms, and conditions as it 
determines will not discourage or deter manufacturers, processors, and dealers 
from acquiring and carrying normal inventories of such commodities. The Board 
shall not sell any milk or any dairy product for use in the ordinary and usual 
channels of domestic consumption at less than the current stabilization price 
therefor. The foregoing restriction shall not apply to (a) sales to prevent deteri- 
oration or spoilage or to rotate stocks, (b) sales for the purpose of establish- 
ing claims against any person for wrongful act or violation of contract, (c) sales 
for exports, (d) sales for use in connection with special promotional programs 
to increase consumption, (e) sales for new, secondary, or byproduct uses, (f) 
sales for feed, and (g) such other sales as the Board finds and determines will 
not interfere with the purposes of this Act. The Board may in its discretion give 
away, barter for domestic or foreign assets, or sell at reduced prices or for foreign 
currency, any milk or any dairy product in its possession or under its control 
where the use to be made of it is not in the ordinary and usual channels of 
domestic consumption, including sales or gifts to the armed services, for school 
lunches, for school milk programs, to charitable institutions, to governmental 
agencies or institutions, to educational or research institutions, for domestic 
relief, for foreign relief, for export, and to such other agencies or for such other 
purposes as the Board determines will not interfere with the purposes of this 
Act. 

Sec. 39. The Federal Government and the various agencies and instrumentali- 
ties thereof, in connection with programs sponsored by the Government or sup- 
ported in whole or in part by Government funds which call for the distribution 
of food, shall give due consideration to obtaining milk and dairy products from 
the Board. Agencies of the United States Government in connection with relief 
or other distributions or the procuring of materials, equipment, supplies, or serv- 
ices in foreign nations, are directed to cooperate with the Board in the disposal of 
milk and dairy products by barter or exchange for foreign assets or currencies 
and in the utilization of foreign currencies. 

Sec. 40. The Board is authorized to promote and develop new and expanded 
outlets for milk and dairy products. 

Sec. 41. The operations of the Board in connection with acquiring, transport- 
ing, holding, storing, manufacturing, processing, handling, selling, and dispos- 
ing of milk and dairy products may be conducted through regular commercial 
channels, and due consideration shall be given by the Board to dislocating or 
disrupting as little as possible, consistent with the purposes of this Act, the usual 
and customary channels of trade. Nothing herein contained shall prevent the 
Board from conducting such operations itself or through a corporation, stabili- 
zation, corporation, broker, agency, or person. 

Sec. 42. After the effective date of this Act, surplus milk or dairy products 
shall not be sold or otherwise disposed of in the ordinary and usual channels 
of domestic trade by the Commodity Credit Corporation or by any other Federal 
agency without the express consent of the Board. The purpose of this provision 
is to segregate the surplus milk and dairy products held by the Commodity Credit 
Corporation on the effective date of this Act or subsequently acquired by it under 
this Act. 

Sec. 48. In any marketing year in which surplus milk or dairy products are 
acquired by the Board and in which milk or dairy products are imported into 
the United States from any foreign country, the Board shall be entitled to turn 
over to the Commodity Credit Corporation for disposal as surplus in accordance 
with the provisions of this Act an amount of such surplus dairy products which 
Shall not exceed the equivalent of the total amount of such imports, as deter- 
mined by the Board, or, with the consent of the Commodity Credit Corporation, 
the Board may dispose of such surplus dairy products for the account of the 
Commodity Credit Corporation. All loss sustained by the Board in removing 
from the domestic market surplus milk and dairy products in an amount equiva- 
lent to such imports shall be repaid to the Board by Commodity Credit Corpora- 
tion. The Board may exclude from the operation of this section any imported 
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dairy products which it determines are not competitive with domestically pro- 
duced milk, butterfat, or dairy products. 

Sec. 44. In any marketing year in which surplus milk or dairy products are 
acquired by the Board and in which the total domestic production of milk or 
butterfat is increased due to diversion from the production of any other crop or 
commodity, including livestock, the production of which is controlled or regulated 
under any Federal agricultural program, the Board shall be entitled to turn over 
to the Commodity Credit Corporation for disposal as surplus in accordance with 
the provisions of this Act an amount of such surplus dairy products which shall 
not exceed the equivalent of the total amount of such increased milk and butter- 
fat production, as determined by the Secretary, or, with the consent of the Com- 
modity Credit Corporation, the Board may dispose of such surplus for the account 
of the Commodity Credit Corporation. All loss sustained by the Board in remoy- 
ing from the market surplus milk and dairy products in an amount equivalent to 
the volume of such increased production due to diversion shall be repaid to the 
Board by Commodity Credit Corporation. Such losses shall be charged by Com- 
modity Credit Corporation to the price support programs of the crops from which 
such diversion occurred. 



















REVIEW BY THE SECRETARY 










Sec. 45. The operations of the Board shall be subject to the supervision and 
control of the Secretary to the following extent and in the following manner, 
Whenever the Secretary Shall certify to the Board that there is reason to believe 
the operations of the Board have resulted or will result in prices to producers 
for milk or butterfat or both which are unreasonably high when considered in 
connection with the purpose of this Act, he shall, unless prompt action is taken 
by the Board to remedy the situation, cause a hearing to be held within the 
Department for the purpose of determining such fact. Reasonable notice of 
such hearings shall be given, and all interested parties shall be given an op- 
portunity to appear and present evidence, statements, and arguments relevant 
and material to the issues involved, all of which shall be made a part of the 
record of the hearing. The Secretary may prescribe rules and regulations gov- 
erning such hearings. 

Sec. 46. If, on the basis of the record of such hearings, the Secretary de 
termines that the operations of the Board have resulted or will result in prices 
to producers that are unreasonably high, when considered in connection with 
the purposes of this Act, he shall by order prescribe the stabilization price levels 
which he determines would not be subject to such objection. 

Sec. 47. If the Board shall fail or refuse within a reasonable time to take 
effective action to bring the stabilization price levels in line with the levels 
ordered, the Secretary may petition the United States Court of Appeals for the 
District of Columbia Circuit for a decree directing the members of the Board 
to take action or to cease and desist from the taking of certain actions as the 
ease may be. The court shall have jurisdiction to enter a decree affirming, 
modifying, or setting aside the order of the Secretary, or to enter such other 
decree as the court may deem equitable. The orders of the court may be en- 
forced by contempt proceedings. Any order issud by the Secretary as above 
provided may be appealed by the Board to the said court and shall thereupon 
be subject to review by the court. 
































ASSESSMENT 





MARKETING 





Sec. 48. The cost of operating the stabilization program and of regulating 
the marketing of milk and dairy products in interstate and foreign commerce, 
or so as to affect such commerce, as herein provided, shall be paid by the milk 
producers and importers marketing milk, butterfat, or dairy products in such 
commerce, or so as to affect such commerce, in proportion to the milk, butter- 
fat, and dairy products so marketed by them. Thus the cost of developing and 
maintaining an orderly, stabilized, and improved market will be charged directly 
to those using the improved market and sharing in its benefits and to them 
only; and the amount paid by each will be directly related to the use made of 
the improved market. Marketing assessments in amounts sufficient to cover the 
costs of the program, as determined by the Board in accordance with the esti- 
mated requirements of the program for each marketing year, are hereby as- 
sessed against and shall be collected from each producer and importer who 
sells milk, butterfat, or dairy products in interstate or foreign commerce or 
so as to affect such commerce. The marketing assessments shall be established 




























ar-—tstlCUhhrOrlU/ 


the 
ng, 
her 
en- 
ove 
pon 


ting 
ree, 
nilk 
such 
ter: 
and 
etly 
hem 
e of 
- the 
esti- 
as 
who 
e or 
shed 


DAIRY PRODUCTS PRICE SUPPORT 423 


on an annual, marketing year basis. They shall be announced by the Board 
as far in advance of the beginning of the marketing year as is practicable. 
The assessments so announced shall not thereafter be varied before the close 
of the marketing year for which they are applicable, except that in emergency 
cases, the Board may redetermine such marketing assessments in the same 
manner that stabilization price levels may be redetermined in emergency cases. 
Every person purchasing milk, butterfat, or dairy products from a producer 
(except purchases by consumers for other than commercial uses), shall with- 
hold from the purchase price an amount equal to the marketing assessment 
and shall remit the same to the Commissioner of Internal Revenue. For the 
purposes of this section, milk, butterfat, or dairy products delivered by a pro- 
ducer to a cooperative association of producers shall be subject to the marketing 
assessment upon such delivery. Returns shall be filed and remittances made 
monthly by such purchasers in accordance with rules prescribed by the Com- 
missioner. 

Sec. 49. Producers holding licenses or permits issued by Federal, State, or 
local agencies authorizing them to sell milk, butterfat, or dairy products di- 
rectly to consumers shall file returns and pay the marketing assessment on all 
sales made by them to consumers for other than commercial uses. 

Sec. 50. The Commissioner of Internal Revenue shall collect the marketing 
assessments provided for herein and shall prescribe such rules and regulations 
as may be necessary to accomplish that purpose. 

Sec. 51. The collection of the marketing assessments shall be enforced in the 
same manner that the collection of the taxes on employees under the Federal 
Insurance Contributions Act is enforced, and the remedies, penalties, and punish- 
ments provided by law or regulations for enforcement of such employee taxes 
shall, insofar as applicable and not inconsistent with the provisions of this Act, 
be applicable to the collection and enforcement of the marketing assessments. 

Sec. 52. There is appropriated for each fiscal year, beginning with the fiscal 
year ending June 30, 1959, an amount equal to the marketing assessments col- 
lected under the provisions of this Act. Such sums shall be maintained in a 
separate fund and shall be used by the Board only to accomplish the purposes 
and policies of this Act and for the administrative expenses of the Board. The 
sums appropriated under this section shall, notwithstanding the provisions of 
any other law, continue to remain available for the purposes of this Act until 
expended. All sums collected by the Commissioner of Internal Revenue under 
the provisions of this Act shall be credited as received to a special account without 
fiscal year limitation set up for the use of the Board. Such funds, including any 
other funds of the Board, borrowed or otherwise, which may be in any such 
special account, shall be available for use by the Board in carrying out the 
purposes and policies of this Act and for the administrative expenses of the 
Board. The Board may expend such funds for such purposes, at such times, in 
such manner, and in such amounts, consistent with the provisions of this Act, as 
the Board finds will effectuate the purposes of this Act. 

Sec. 53. The Secretary of the Treasury is authorized and directed upon request 
of the Board to establish one or more special accounts without fiscal year limita- 
tion for the use of the Board. 

Sec. 54. All imports of milk, butterfat, and dairy products shall be subject to 
the collection of marketing assessments at the same rates as those collected from 
domestic producers. The Secretary of the Treasury shall collect the marketing 
assessments on imports at the time of importation. The laws and regulations 
applicable to the import tax on sugar imposed by section 4501 (b) of the Internal 
Revenue Code of 1954 shall, insofar as applicable and not inconsistent with this 
Act, be applicable to the collection of the marketing assessments on imports. All 
funds so collected shall be credited as received to the special account of the 
Board and shall be available for use by the Board in the manner and for the 
purposes above mentioned. Rules and regulations governing the collection and 
payment of such fees shall be prescribed by the Secretary of the Treasury. 


MARKETING ALLOTMENT PROGRAMS 


Sec. 55. The provisions of sections 55 through 63 shall be applicable only to 
marketing years when a marketing allotment program is required or in effect 
under this Act. 

Sec. 56. In the event the marketing assessment established by the Board for 
any marketing year would exceed 25 cents per hundredweight of milk, the Board 
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shall set up and put into effect for such year a marketing allotment program 
operated and financed in the manner hereinafter authorized. 

Sec. 57. The Board shall establish a base for each producer desiring to market 
milk or butterfat. Bases shall be assigned to producers, including partnerships, 
corporations, or other business entities, and not to herds or farms. The Board 
shall provide by rules or regulations for the transfer of bases in whole or in part, 
for the assignment of bases to new producers, for the equitable adjustment of 
bases to avoid hardship, for such other adjustments consistent with the objectives 
of this Act as the Board deems appropriate, including adjustments for deficit 
production areas, and for such other matters as may be necessary or appropriate 
to set up and opérate effectively and efficiently the programs herein authorized. 
In allocating such bases the Board shall take into consideration historical pro- 
duction, trends, abnormal production during the historical period, and such other 
factors as may be appropriate to carry out such allocation in an equitable and 
practical manner. Bases established by the Board shall continue in effect from 
year to year until terminated by the Board, but such bases shall be subject to 
modification and adjustments from time to time by the Board. 

Sec. 58. Persons required to withhold and report marketing assessments shall 
make such additional reports as the Board may prescribe by rule or regulation 
relating to the volume of milk marketed by each producer. The Board shali 
have authority to make such investigations, inspections, and audits of the records 
of any such person as may be necessary to enable it to carry out and enforce 
effectively the objectives of this Act. 

Sec. 59. The Board shall estimate and announce annually, as far in advance 
of the beginning of the applicable marketing year as is practicable, (1) the esti- 
mated supply for such marketing year; (2) the total quantity of milk and dairy 
products which can be marketed during such marketing year at prices equal to or 
above the stabilization price levels for such year; (3) the total quantity of milk 
and dairy products which can be sold or otherwise disposed of at prices less than 
the stabilization price levels for such year but which will provide a net return 
above the cost of handling; (4) the total quantity of milk and dairy products 
to be sold, donated, or otherwise disposed of during such year ‘at a net loss 
below the cost of handling; (5) the amount by which storage stocks, reserves, 
and set-asides will be increased or decreased during such year; (6) the value 
of the milk and dairy products in items numbered 1 through 5 above, including 
negative values where applicable; and (7) such other matters as the Board 
deems appropriate to carry out the objectives of this Act. The estimates of the 
Board may be varied before the close of the marketing year for which they are 
applicable in the same manner in which announcements of stabilization price 
levels may be varied. 

Src. 60. The Board shall annually allocate to producers holding bases estab- 
lished by the Board the available markets for the applicable marketing year. 
Such allocations may be expressed in terms of percentage of base. 

Sec. 61. The Board shall provide for the issuance of marketing certificates 
covering the marketing allocations of each producer. 

Sec. 62. The Board may establish one or more marketing assessment rates for 
milk or butterfat marketed in any marketing year when a marketing allotment 
program is in effect. Such rates may be varied as between milk or butterfat 
marketed under marketing certificates and that marketed without such certifi- 
cates. 

Sne. 63. Marketing allotment programs set up by the Board shall be suspended 
or terminated by the Board whenever the marketing assessment established by 
the Board for any marketing year would not exceed 25 cents per hundredweight 
of milk. If for any subsequent marketing year such assessment would exceed 
that amount, then a marketing allotment program shall be operated for each 
such marketing year. 

MISCELLANEOUS 


Sec. 64. The latest available statistics of the Federal Government shall be 
used in making the findings and determinations required to be made under this 
Act. Such statistics and other information of the Federal Government, and of 
its departments and agencies, as may be necessary or appropriate to enable the 
Board to carry out effectively the purposes of this Act, shall be made available to 
the Board. 

Sec. 65. Office space for the central office of the Board shall be provided by the 
Department of Agriculture, if the Board requests the use of such space. 
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Sec. 66. The provisions of the Federal Property and Administrative Services 
Act of 1949 (Public Law 152, Eighty-first Congress) ; section 3709 of the Revised 
Statutes (41 U. 8. C. 5), aS amended; the Walsh-Healey Public Contracts Act 
(41 U. S. C. 35-45) ; section 3741 of the Revised Statutes (41 U. S. C. 22); and 
sections 431 and 432 of title 18 of the United States Code (18 U. 8S. C. 431, 482) 
shall not be applicable to contracts, purchases, sales, or payments made under 
this Act. 

Sec. 67. If any provision of this Act or the application thereof to any person, 
circumstance, commodity, or product is held invalid, the validity of the remainder 
of this Act and the application thereof to other persons, circumstances, com- 
modities, or products, shall not be affected thereby. 

Sec. 68. All milk and dairy products held by or for the Federal Dairy Stabiliza- 
tion Board and all other assets of the Board, including borrowed money, shall 
be deemed property of the United States and shall be exempt from Federal, 
State, and local property taxes, except that real estate owned by the Board shall 
be subject to nondiscriminatory State and local real estate taxes. The income, 
obligations, contracts, and transactions of the Board, including purchases and 
sales made by or for the Board, shall be exempt from all Federal, State, and 
local taxes, licenses, and fees. All activities, contracts, transactions, and opera- 
tions of the Board, its members, executive committee, officers, employees, and 
agents which are authorized by this Act shall be exempt from Federal and State 
antitrust laws. 

Sec. 69. No member of the Board or of the Advisory Committee, nor any other 
person employed or acting in any official capacity in the administration of this 
Act, shall speculate, directly or indirectly, in milk, butterfat, or dairy products, 
or in contracts relating thereto, nor shall any such person accept or receive any 
benefit or gain from any such speculation by others or own or have any beneficial 
interest in any stock or other membership interest in any organization engaged 
in any such speculation. Normal business operations connected with the pro- 
duction, manufacturing, storing, and effective merchandising of milk and dairy 
products, whether hedged or not, shall not be considered speculative within the 
meaning of this section. No member of the Board or of the Advisory Committee, 
nor any other person directly or indirectly connected with the Board or its activi- 
ties or who shall have access to the files or information of the Board, shall 
divulge any information concerning the Board or its activities, which the Board 
shall have classified as confidential. Any person violating the provisions of this 
section shall upon conviction thereof be fined not more than $10,000 or imprisoned 
not more than one year, or both. 

Sec. 70. The general penal statutes relating to crimes and offenses against the 
United States, its property, contracts, employees, and operations shall apply with 
respect to the Board, its property, contracts, employees, and operations to the 
extent that such application is not inconsistent with the provisions of this Act. 

Sec. 71. The price support operations of the Secretary under title II of the 
Agricultural Act of 1949 with respect to milk, butterfat, and dairy products shall 
be suspended during the entire period that stabilization operations are carried 
on by the Board under the authority of this Act. 


REFERENDUM OF MILK PRODUCERS 


aa 


Sec. 72. On the second Monday in September 1958, a referendum shall be con- 
ducted by the Secretary to determine whether dairy farmers favor a dairy 
stabilization program operated by the Federal Dairy Stabilization Board as 
herein provided or a price support program operated by the Secretary under 
title II of the Agricultural Act of 1949. The Secretary shall prescribe rules 
governing such referendum and shall determine all questions relating thereto. 
He shall promptly determine and announce the results of the referendum. Pro- 
ducers eligible to vote for nominees for appointment to the Federal Dairy Stabi- 
lization Board shall be eligible to vote in such referendum. In any election or 
referendum conducted under the authority of this Act, the Secretary shall con- 
sider the vote of any cooperative association of milk producers bona fide engaged 
in marketing milk, butterfat, or dairy products for producers as the vote of the 
producers who are members of, stockholders in, or under contract with, such 
cooperative association. 

Sec. 73. If a majority of those voting in the referendum provided for in the 
above section favor a price support program operated by the Federal Dairy 
Stabilization Board as herein provided, then the stabilization operations of the 
Board and the collection of the marketing assessments shall begin April 1, 1959. 
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The price support operations of the Secretary under title II of the Agricultural 
Act of 1949 shall thereupon be suspended as provided in section 71 of this Act. 

Sec. 74. If a majority of those voting in the referendum above provided favor 
a price support program operated by the Secretary under title II of the Agricul- 
tural Act of 1949, then the Secretary shall continue to make available to pro- 
ducers price support for milk, butterfat, and the products of milk and butterfat 
until title II of said Act, and the provisions of the Federal Dairy Stabilization 
Act of 1958 shall cease to be effective. 

Sec. 75. The decision of the Secretary in all matters relating to the referendum 
above provided shall be final. 

Sec. 76. In order to provide a definite program for the purpose of such refer- 
endum, the Board is directed, in the event the dairy stabilization program herein 
provided is approved and notwithstanding any other provisions of this Act, to 
support prices to producers for milk and butterfat for the marketing year begin- 
ning April 1, 1959, at 90 per centum of parity price therefor, using the manufac- 
turing milk parity equivalent formula originally used under the Agricultural 
Act of 1949, and the marketing assessment for such marketing year shall be 25 
cents per hundredweight of milk or milk equivalent. Thereafter the stabiliza- 
tion levels and the amount of the marketing assessments shall be determined 
annually as herein provided. The provisions of this Act relating to variations 
in annual stabilization levels and marketing assessment rates in emergency cases 
shall be applicable to the stabilization levels and marketing assessment rates 
prescribed in this section. 

Sec. 77. Dairy stabilization programs operated by the Federal Dairy Stabiliza- 
tion Board shall be subject to a referendum to determine whether such programs 
shall be continued or terminated, if 10 per centum or more of the milk producers 
eligible to vote in referendums under this Act shall petition the Secretary in 
writing for such referendum. Upon receipt of a qualified petition, the Secretary 
shall conduct such referendum and determine and announce the results thereof. 

Sec. 78. If a majority of those voting in the referendum provided for in the 
above section favor a price support program operated by the Federal Dairy 
Stabilization Board, then the stabilization operations of the Board and the col- 
lection of the marketing assessments shall be continued. If a majority of those 
voting in the referendum provided for in the above section favor discontinuing 
the stabilization operations of the Board, then the Secretary shall make available 
to producers price support for milk, butterfat, and the products of milk and 
butterfat under title II of the Agricultural Act of 1949. Upon the reinstitution 
of such price supports by the Secretary, the stabilization operations of the Board 
shall cease and no further marketing assessments shall be collected. All assets 
of the Board shall be transferred to the Secretary for liquidation. Any assets 
remaining after the payment of all obligations of the Board shall be available to 
the Secretary for use in connection with such price support operations. 


[H. R. 10669, 85th Cong., 2d sess.] 


A BILL To provide minimum price support levels for whole milk and butterfat during the 
one-year period beginning April 1, 1958 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the first sentence of section 201 
(c) of the Agricultural Act of 1949, as amended, is amended by inserting after 
the words “assure an adequate supply” the following: “Provided, That during 
the one-year period beginning April 1, 1958, the price of whole milk and butter- 
fat shall be supported at not less than $3.25 per hundredweight and 58.6 cents 
per pound, respectively”. 


[H. R. 10670, 85th Cong., 2d sess.] 


A BILL To provide an adequate, balanced, and orderly flow of milk and dairy products in 
interstate and foreign commerce, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That this Act may be cited as the 
“Dairy Stabilization Act of 1958”. 
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LEGISLATIVE FINDINGS 


Sec. 2. Milk and dairy products are an important source of the Nation’s 
total supply of food for domestic consumption and for export. They are 
marketed on nationwide markets, and substantial quantities thereof, in both raw 
and processed form, move in interstate and foreign commerce. Recurring sea- 
sonal and periodic surpluses and shortages, impaired purchasing power and 
financial instability of milk producers, unnecessarily high prices to consumers 
for essential foods, disorderly marketing practices, economic strife, and con- 
gestion in storage, transportation, processing, and other handling facilities ad- 
versely affect farm credit, disorganize and disrupt the agricultural and general 
economy of the United States, impinge on the public welfare, impair the national 
security, and burden interstate and foreign commerce. The production and mar- 
keting of milk and dairy products is affected with a public interest, directly af- 
fects the welfare and security of the Nation, and is attended with substantial 
and far reaching consequences to interstate and foreign commerce. All market- 
ing of milk and dairy products is either in the current of interstate or foreign 
commerce or directly affects such commerce. That part which enters directly 
into the current of interstate or foreign commerce cannot be effectively regu- 
lated without regulating also that part which is marketed within the State of 
production. The intrastate production and marking of milk and dairy products 
is in competition with the production and marketing of milk and dairy products 
for interstate and foreign commerce. 


DECLARATION OF POLICY 


Sec. 3. It is hereby declared to be the policy of the Congress (a) to provide 
an adequate, balanced, and orderly flow of milk and dairy products in inter- 
state and foreign commerce; (b) to promote the effective merchandising of milk 
and dairy products in interstate and foreign commerce; (c) to develop an im- 
proved, orderly, and stabilized market for milk and dairy products which are 
marketed in interstate or foreign commerce, or so as to affect such commerce; 
(d) to protect the security and welfare of the Nation by maintaining adequate 
domestic production and supplies of milk and dairy products and by keeping the 
national agricultural resources permanently productive and reasonably adjusted 
to current demand; (e) to stabilize the prices of milk and dairy products at 
levels which will assure adequate supplies of milk and dairy products and pro- 
vide a fair return to the producers of milk and butterfat commensurate with the 
cost of production, taking into consideration the investment and risk involved, 
and the labor of the producer and his family; (f) to protect the interest of 
consumers by maintaining a stabilized, continuous, and adequate supply of milk 
and dairy products at fair prices; and (g) to provide a self-financing system of 
price stabilization and production adjustment for milk and dairy products. 


GENERAL DEFINITIONS 


Sec. 4. For the purposes of this Act— 

(a) The terms “interstate commerce” and “foreign commerce” include the 
movement of milk and dairy products in commerce between any State or the 
District of Columbia and any place outside thereof, or within the District of 
Columbia, or between any Territory or possession which is included within the 
operation of this Act by the action of the Board and any place outside thereof, 
or within any such Territory or possession, 

(b) The term “affect interstate or foreign commerce” means, among other 
things, to burden, obstruct, impede, or otherwise affect interstate or foreign 
commerce, the free and orderly flow thereof, or the production, storing, process- 
ing, marketing, or transportation of milk and dairy products for or in such 
commerce or after transportation therein. 

(c) “United States’ means the several States, the District of Columbia, and 
any Territory or possession of the United States which the Board determines 
should be included in the operation of this Act. The term “States” includes any 
State, the District of Columbia, and any Territory or possession which the 
Board includes within the term “United States.” The provisions of this Act 
shall apply to the United States as herein defined, except that the powers and 
authority of the Board may be exercised in other areas and in foreign countries 
in connection with the sale or other disposal of milk, butterfat, and dairy 
products. 
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(d) “Secretary” means the Secretary of Agriculture, “Department” means 
the United States Department of Agriculture, “Board” means the Federal Dairy 
Stabilization Board, and “Advisory Committee’ means the Federal Dairy Ad- 
visory Committee. 

(e) “Persons” means an individual, partnership, corporation, association, 
trust, estate, or any other business entity. 

(f) The terms “milk”, “butterfat”, and “dairy product” mean milk and 
butterfat and the products of milk and butterfat, respectively, including any 
classification, type, or grade thereof; together with such combinations and by- 
products thereof, and such products manufactured wholly or in part thereof, ag 
may be designated by the Board. 

(g) “Marketing year” means the twelve-month period beginning April 1 of each 
year. 

(h) “Estimated supply” for any marketing year shall be (1) the estimated 
carryover at the beginning of such marketing year; plus (2) estimated pro- 
duction for market in the United States during such marketing year, less the 
estimated surplus to be acquired by or charged to the Commodity Credit Corpo- 
ration during such marketing year as a result of diverted acres; plus (3) esti- 
mated imports into the United States during such marketing year, less the esti- 
mated surplus to be acquired by or charged to the Commodity Credit Corpora- 
tion during such marketing year as a result of imports. Estimates for market- 
ing years may be based on statistics or estimates for calendar years, or, in 
the discretion of the Board, calendar year estimates may be used in place of 
marketing year estimates. 

(i) “Carryover” shall not include the estimated surplus milk or dairy products 
owned or controlled by or charged to the Commodity Credit Corporation, or to be 
acquired by or charged to it, under this Act before the beginning of the market- 
ing year for which “carryover” is to be estimated. 

(j) “Estimated demand” for any marketing year shall be (1) the estimated 
consumption in the United States during such marketing year, plus (2) estimated 
exports during such marketing year; plus (3) an allowance for carryover. In 
determining estimated demand, estimated disposals of surplus milk or dairy 
products by Commodity Credit Corporation, or by the Board outside of the 
ordinary channels of domestic or foreign trade, shall be excluded. 

(k) The “allowance for carryover’ shall be determined by the Board. In 
making this determination, consideration shall be given to the need for main- 
taining an adequate, dependable, and continuous supply of milk and dairy 
products. The Board shall take into consideration any abnormal conditions 
present or likely to prevail, contingencies related to national security and world 
supplies, and trends in the production, marketing, and utilization of milk and 
dairy products. 

(1) “Milk producer” means any person engaged in the production of milk or 
butterfat for market. A milk producer to be eligible to serve as a member of 
the Board, or to vote for nominees for appointment to the Board must be engaged 
in the production and marketing of milk or butterfat in commercial quantities. 

(m) “Commodity Credit Corporation” shall include the Commodity Credit 
Corporation as now or hereafter constituted and any successor or other Federal 
agency authorized to perform similar services. 


FEDERAL DAIRY STABILIZATION BOARD 


Sec. 5. There is created in the Department as an independent agency and 
instrumentality of the United States a Federal Dairy Stabilization Board con- 
sisting of fifteen members to be appointed by the President after receiving nomi- 
nations from milk producers as hereinafter provided. Only persons who are 
milk producers, or who are officers of dairy cooperative associations which meet 
the requirements of the Capper-Volstead Act (7 U. 8S. C. 291-292), or who are 
officers of federations or marketing agencies in common owned and controlled 
by such cooperatives, shall be eligible to serve on the Board. Not less than 
eleven of the fifteen members of the Board shall be milk producers. The tempo- 
rary impairment of this ratio by the death, resignation, disqualification, or 
removal of producer members, or for other causes, shall not affect the authority 
of the Board to act. 

Sec. 6. In order to secure appropriate regional representation on the Board, 
the United States shall be divided into fifteen Federal dairy districts to be 
designated by the Secretary. In designating such districts, the Secretary shall 
give consideration to (1) complete geographical representation of the United 
States and (2) the importance of dairying in each district. 
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Sec. 7. Each Federal dairy district shall be assigned one place on the Board. 
The milk producers in each district shall by ballot select three nominees for the 
place on the Board assigned to their district. Each milk producer shall be 
entitled to submit one name for nominee for the place on the Board to be filled 
from his district. The three candidates receiving the highest number of votes 
for nominee for each respective place on the Board shall be nominees for appoint- 
ment to such place. The Secretary shall conduct all elections for the selection 
of such nominees, prescribe such rules and regulations as he may consider neces- 
sary in the administration of the duties assigned to him under this Act, deter- 
mine all questions involving the qualifications of such nominees, members of 
the Board, or milk producers, resolve all tie votes for such nominees, and certify 
such nominees to the President. The decision of the Secretary in all such 
matters shall be final. The three nominees so selected for each place on the 
Board shall be received and considered by the President in making appointments 
to the respective places on the Board for which such nominees were selected. In 
making appointments to the Board, the President shall give due consideration 
to securing an equitable representation of the various forms in which milk and 
its products are sold. 

Sec. 8. The first appointments to the Board shall be equally divided between 
two-, four-, and six-year terms, respectively, as designated by the President; and 
thereafter each member shall be appointed for a term of six years. Terms of 
Board members shall be based on calendar years and shall expire on the 31st 
day of December of the last calendar year of the appointment. Each member 
shall hold office for the term of his appointment and until his successor shall 
have been appointed and shall have taken office. Board members may be 
removed for cause or ineligibility by the President. Vacancies on the Board may 
be filled for the unexpired terms by appointment by the President, taking into 
consideration the nominees from which the original appointment was made, or, 
in the discretion of the President, in the manner herein prescribed for the 
appointment of members for a regular term. Vacancies on the Board shall not 
impair the power of the remaining members to exercise all the powers of the 
Board, except that in no event shall the Board be empowered to act unless eight 
or more places on the Board are filled. Each member of the Board, other than 
the Secretary or the Secretary’s representative, shall receive a per diem of $50 
for each day’s attendance at meetings of the Board and while traveling to and 
from said meetings, but not to exceed a total of $2,500 in any one year, together 
with actual, necessary travel, subsistence, and other expenses incurred in the 
discharge of his official duties without regard to other laws with respect to 
allowances which may be made on account of travel and subsistence expenses of 
officers and employed personnel of the United States. The Secretary, or an 
official of the Department designated by him, shall be an ex officio member of the 
Board. He shall meet and confer with the Board but shall not be entitled to vote. 

Sec. 9. The Board shall meet annually on the second Monday in January and 
at other times upon call of the Chairman. In addition, special meetings of the 
Board may be called at any time by a majority of the members of the Board in 
office, or by the Secretary. The Board shall meet at least once in each calendar 
quarter of each year. 

Sec. 10. The Chairman of the Board shall be selected by the Board. He shall 
hold office for a term of two calendar years and until his successor shall have 
been selected and shall have taken office. Vacancies in the office of the Chairman 
of the Board shall be filled for the unexpired term by the Board. 

Sec. 11. A majority of the members of the Board in office shall constitute a 
quorum, and action may be taken by a majority vote of those present at any 
regular or special meeting at which a quorum is present. The findings and deter- 
ninations of the Board made under the authority of this Act shall be final and 
conclusive. The Board may adopt, alter, and use an official seal which shall be 
judicially noticed. It may adopt rules and regulations governing the manner 
in which its business may be conducted and its powers may be exercised. 

Sec. 12. The Board may sue and be sued in the same manner, in the same courts, 
and to the same extent that the Commodity Credit Corporation may sue and be 
sued ; and the laws, rules, and decisions applicable to suits by or against that Cor- 
poration shall be applicable to suits by or against the Board. The Board shall 
be entitled to the use of the United States mails in the same manner and upon the 
same conditions as the Commodity Credit Corporation. 

Sec. 13. The Board may select an executive committee of five from among its 
members and delegate to it any power or authority of the Board, except the power 
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to set price stabilization levels, the amount of the marketing assessment herejp 
provided for, or the total quantity of milk and butterfat which may be marketed 
under marketing certificates. Not less than three of the five members of the 
executive committee shall be milk producers. The temporary impairment of this 
ratio by the death, resignation, disqualification, or removal of producer members, 
or for other causes, shall not affect the authority of the committee to act. Mem. 
bers of the executive committee shall be paid their actual, necessary travel, sub- 
sistence, and other expenses incurred in the discharge of their official duties, with. 
out regard to other laws with respect to allowances which may be made on account 
of travel and subsistence expenses of officers and employed personnel of the United 
States and, in addition to their compensation as members of the Board, may be 
paid a per diem in such amounts and for such days as the Board may prescribe, 
Vacancies on the executive committee may be filled by the Board. Vacancies on 
the committee shall not impair the power of the remaining members to exercise al] 
the powers of the committee provided a quorum remains. Three members of the 
committee shall constitute a quorum. The Chairman of the Board shall be a 
member of the executive committee and its chairman. Meetings of the executive 
committee may be called by the chairman, a majority of the members of the com- 
mittee in office, or by the Secretary. The Secretary, or an official of the Depart- 
ment designated by him, shall be an ex officio member of the executive committee, 
He shall meet and confer with the executive committee but shall not be entitled 
to vote or to receive expenses or per diem. 

Sec. 14. The Board may enter into and carry out such contracts or agreements 
as are necessary or desirable in the conduct of its business. State and local laws 
or rules shall not be applicable with respect to contracts or agreements of the 
Board, or the parties thereto, to the extent that such contracts or agreements pro- 
vide that such laws or rules shall not be applicable. 

Sec. 15. The Board may, either directly or through such corporations, stabiliza- 
tion corporations, brokers, agents, or persons as it may designate, acquire, hold, 
store, warehouse, manufacture, process, service, package, advertise, sell and 
transport, or otherwise acquire, handle or dispose of, milk and dairy products 
in raw or processed form, or in the form of warehouse receipts, or contracts to 
buy or seil, and may contract for plants, faciliti 
plish such purposes. 

Sec. 16. The Board shall have the power to acquire, hold, improve, repair, 
modify, encumber, lease, use, and dispose of real or personal property, or any right 
or interest therein, which may be necessary or appropriate to the conduct of its 
business. 

Sec. 17. The Board may borrow money and pledge as security any assets which 
it may have, including dairy products. It shall be entitled to borrow from the 
Commodity Credit Corporation, and the Commodity Credit Corporation is author- 
ized and directed to loan to it, without security, such amounts as the Board may 
deem necessary to carry out effectively the purposes of this Act: Provided, houw- 
ever, That the total amount of all money borrowed from the Commodity Credit 
Corporation and outstanding at any one time shall not exceed in the aggregate the 
sum of $350,000,000. The Board may borrow money from any other source of 
credit available to it upon the security of the dairy products acquired by it or on 
the security of other assets or by unsecured loans and may issue notes, bonds, and 
other obligations. Other than the authority to borrow from the Commodity 
Credit Corporation, the Board shall have no authority to obligate the United 
States, and none of its notes, bonds, or other obligations shall be guaranteed by 
or collectible from the United States. Judgments and other claims against the 
Board shall be enforced only against the assets of the Board in the same manner 
as if it were a corporation, and no liability for the debts or actions of the Board 
shall exist against either the United States or any member, officer, employee, or 
agent of the Board in his individual capacity. 

Sec. 18. The Board shall determine the character of and the necessity for 
its obligations and expenditures and the manner in which they shall be incurred, 
allowed, and paid. It may make final and conclusive settlement and adjust- 
ment of any claims by or against the Board or of the accounts of its officers, 
employees, agents, and contractors. 

Sec. 19. The Board may make such loans and advances of its funds as are 
necessary in the conduct of its business. 

Sec. 20. The Board shall have such other powers as may be necessary or appro- 
priate for the exercise of the powers vested in it and the effective performance 
of the duties imposed on it by this Act. 
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Sec. 21. The Board shall pay interest to the Commodity Credit Corporation 
on all money owed to that Corporation at such rates as may be determined by the 
Secretary of the Treasury to represent the cost of money to the Government, 
taking into consideration the terms for which such amounts are loaned to the 
Board. 

Seo. 22. The Board is authorized to use in its business all funds or other assets 
in its possession, including net earnings and borrowed money. 

Src. 25. The Board may appoint such committees and officers and employ such 
personnel as it may deem necessary for the conduct of its business, fix the 
amount of and pay their compensation, define their authority and duties, and 
delegate to them, or to such corporations, stabilization corporations, brokers, 
agents, or persons with whom it may contract, such of the powers vested in the 
Board as it may determine, except the power to determine price stabilization 
levels, the amount of the marketing assessment herein provided for or the total 
quantity of milk and butterfat which may be marketed under marketing certifi- 
eates. All such committees, officers, and employees, including the executive 
committee, shall be subject to the general supervision and control of the Board. 
The Board may require and pay for bonds for employees, officers, agents, or 
contractors. None of the officers, members, or employees of the Board shall be 
subject to the Federal laws and regulations relating to the employment, com- 
pensation, classification, discharge, or leave, travel, and subsistence allowances, 
of Government employees, except such regulations relating thereto as may be 
prescribed by the Board. Subsequent amendments of such laws or regulations 
shall not affect this exemption, unless such amendments shall specifically so 
provide. 

Sec. 24. The Board may, with the consent of the agency concerned, accept and 
utilize, on a compensated or uncompensated basis, the officers, employees, services, 
facilities, and information of any agency of the United States or of any State 
or of any political subdivision of any of the foregoing. 

Sec. 25. The Board may, in the conduct of its business, utilize on a contract 
or fee basis any corporation, stabilization corporation, association, agency, 
person, Commodity exchange, broker, or trade facility. 

Sec. 26. The Board shall at all times maintain complete and accurate minutes 
and books of account. It shall file annually with the Secretary a complete report 
of the business of the Board, a copy of which shall be submitted to Congress. 
The financial transactions of the Board shall be audited annually by a certified 
public accountant, or firm thereof, in accordance with generally accepted principles 
and procedures applicable to commercial corporate transactions. Copies of the 
audit report shall be submitted to the Secretary and to Congress, 


FEDERAL DAIRY ADVISORY COM MITTEI 


Sec. 27. The Secretary is authorized and directed to appoint a Federal Dairy 
Advisory Committee of twelve members which shall confer with and advise the 
Board concerning the dairy stabilization programs herein authorized. 

Sec. 28. In making appointments to the Advisory Committee the Secretary 
shall give equitable recognition to representation of (1) manufacturers, handlers, 
and distributors of milk and dairy products; (2) consumers; (8) other agricul- 
tural commodities or programs that may be affected by the operation of the dairy 
stabilization program; and (4) other interests which the Secretary determines 
are directly concerned with the operation of this Act. 

Sec. 29. Membership on the Advisory Committee shall be for a term of three 
ealendar years, expiring on December 51 of the last year of the term. Each 
member shall hold office for the term of his appointment and until his successor 
shall have been appointed and shall have taken office. Members of the Advisory 
Committee may be removed by the Secretary with or without cause. Vacancies 
may be filled by the Secretary for unexpired terms. Vacancies on the Advisory 
Committee shall not affect the authority of the remaining members to meet and 
perform the functions of the Committee. Original appointments shall be equally 
divided between one-, two-, and three-year terms, as designated by the Secretary. 
The Secretary, or an official of the Department designated by him, shall be an 
ex officio member of the Advisory Committee. He shall meet and confer with 
the Committee but shall not be entitled to vote. 

Sec. 30. The Advisory Committee shall meet annually on the second Monday 
in January and at other times upon call of the Chairman of the Board. 

Sec. 31. The Chairman of the Advisory Committee shall be selected annually 
by the Committee. 
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Src. 32. A majority of the members of the Committee in office shall constitute 
a quorum, and resolutions and recommendations may be adopted by a majority 
vote of those present at any meeting at which a quorum is present. 

Sec. 33. Members of the Advisory Committee, other than the Secretary or the 
Secretary’s representative, shall be compensated and reimbursed for travel, sub- 
sistence, and other expenses from the funds of the Board for attendance at meet- 
ings of the Advisory Committee at the same rates and in the same manner that 
members of the Board are compensated and reimbursed for attendance at meet- 
ings of the Board. 

PRICE STABILIZATION 


Sec. 34. The Board is authorized and directed to stabilize prices of milk and 
butterfat to producers. Except as otherwise provided in this Act, the amounts, 
terms, types, and conditions of the stabilization operations of the Board, and the 
extent to which such operations are carried out, shall be determined by the Board, 

Sec. 35. Stabilized prices to producers for milk and butterfat shall be provided 
by the Board at levels to be established and announced annually by the Board, 
In determining stabilization price levels, the amount of the marketing assess- 
ment, and the prices at which various dairy products will be bought or sold, in any 
marketing year, the Board shall take into consideration (1) the declared policy 
of this Act, (2) the nutritional value of milk and dairy products and the impor- 
tance of such essential foods to the health and general welfare of the Nation and 
to the national defense, (3) the estimated supply of milk and dairy products for 
such marketing year, (4) the estimated demand for milk and dairy products for 
such marketing year, (5) the price support level for feed crops which affect the 
cost of milk production, (6) the estimated costs of producing, processing, and 
marketing milk and dairy products, (7) the relationship which the price of milk 
and dairy products bear to prices for other foods and to hourly returns for labor, 
(8) the hourly returns for the labor of dairy farmers and their families, (9) esti- 
mated returns to farmers from alternative crops and commodities, (10) the 
general economic condition of dairy farmers and the effect of such condition 
upon the economy of rural communities and of the Nation as a whole, (11) the 
need for maintaining a reasonable relationship between the prices that farmers 
receive and the cost of the things that farmers buy, and (12) other economic 
conditions which affect the market for milk and dairy products. In making such 
determinations, the Board may hold such public hearings, with notice, and utilize 
such studies as it considers necessary to effectuate the purposes of this Act. The 
stabilization levels shall be established as of the beginning of the marketing year 
and shall be on an annual basis. They shall be announced as far in advance 
of the marketing year as is practicable. The stabilization levels so announced 
by the Board shall not thereafter be varied before the close of the marketing 
year for which they are applicable, except that in emergency cases, after a 
public hearing, with notice, the Board may redetermine the stabilization levels 
if it finds that conditions have materially changed since the announcement was 
made. A reasonable time, taking into consideration the character of the emer- 
gency, shall be allowed by the Board before any redetermined stabilization levels 
are made effective. The Board’s finding and the record of the hearings shall be 
available to the public. 

Sec. 36. Appropriate adjustments and variations may be made by the Board 
in the stabilization prices for different products and for difference in grade, type, 
quality, location, season, and other factors. To determine the stabilized price 
level for any marketing year, the stabilized prices to producers for all com- 
modities prescribed under this Act for such marketing year shall be reduced toa 
common factor, such as milk equivalent, and averaged. 

Sec. 37. In order to stabilize prices for milk and dairy products, the Board is 
authorized and directed to establish and maintain a surplus holding pool. The 
Board shall remove from the ordinary and usual channels of domestic consump- 
tion milk and dairy products which are not absorbed in such channels at the 
prevailing stabilization price levels. In order to accomplish this objective, the 
Board shall stand ready and willing at all times to purchase domestically pro- 
duced butter, cheddar cheese, and nonfat dry milk solids, together with such 
milk and butterfat and such other dairy products or byproducts as the Board 
may by order designate. Such purchases shall be at price levels which the Board 
determines will return to producers on a general average basis the prevailing 
stabilization levels for milk and butterfat. Appropriate adjustments and dif- 
ferentials may be made between terminal markets, and between such terminal 
markets and country locations. The Board shall give due consideration to his- 
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torical and established differentials in determining such adjustments and differ- 
entials. Purchases may be made either in terminal markets or at country 
locations, or both, with appropriate adjustments and differentials as above pro- 
vided. The Board may prescribe the terms and conditions under which it will 
make such purchases. The specific purchases to be made and the types and 
grades to be purchased shall be in the discretion of the Board. The Board may 
take physical possession of any milk or any dairy products acquired by it or 
operate through the use of contracts or warehouse receipts in its discretion. It 
may operate on the commodity exchanges to whatever extent it deems appro- 
priate. It may make its purchases and sales and perform its other functions 
through its own staff or through such committees, corporations, stabilization 
corporations, agents, brokers, or persons as it may designate. 

Sec. 38. The Board may sell any milk or any dairy product owned or controlled 
by it at any price not prohibited by this section. In determining sales policies 
for any milk or any dairy product intended for use in the ordinary and usual 
channels of domestic consumption, the Board shall give consideration to the 
establishing of such policies with respect to prices, terms, and conditions as it 
determines will not discourage or deter manufacturers, processors, and dealers 
from acquiring and carrying normal inventories of such commodities. The 
Board shall not sell any milk or any dairy products for use in the ordinary 
and usual channels of domestic consumption at less than the current stabiliza- 
tion price therefor. The foregoing restriction shall not apply to (a) sales 
to prevent deterioration or spoilage or to rotate stocks, (b) sales for the pur- 
pose of establishing claims against any person for wrongful acts or violation of 
contract, (c) sales for exports, (d) sales for use in connection with special 
promotional programs to increase consumption, (e) sales for new, secondary, 
or byproduct uses, (f) sales for feed, and (g) such other sales as the Board 
finds and determines will not interfere with the purposes of this Act. The Board 
may in its discretion give away, barter for domestic or foreign assets, or sell at 
reduced prices or for foreign currency, any milk or any dairy product in its 
possession or under its control where the use to be made of it is not in the 
ordinary and usual channels of domestic consumption, including sales or gifts 
to the armed services, for school lunches, for school milk programs, to charitable 
institutions, to governmental agencies or institutions, to educational or research 
institutions, for domestic relief, for foreign relief, for export, and to such 
other agencies or for such other purposes as the Board determines will not inter- 
fere with the purposes of this Act. 

Sec. 39. The Federal Government and the various agencies and instrumental- 
ities thereof, in connection with programs sponsored by the Government or 
supported in whole or in part by Government funds which call for the distribu- 
tion of food, shall give due consideration to obtaining milk and dairy products 
from the Board. Agencies of the United States Government in connection with 
relief or other distributions or the procuring of materials, equipment, supplies, 
or services in foreign nations, are directed to cooperate with the Board in the 
disposal of milk and dairy products by barter or exchange for foreign assets 
or currencies and in the utilization of foreign currencies. 

Sec. 40. The Board is authorized to promote and develop new and expanded 
outlets for milk and dairy products. 

Sec. 41. The operations of the Board in connection with acquiring, transport- 
ing, holding, storing, manufacturing, processing, handling, selling, and disposing 
of milk and dairy products may be conducted through regular commercial chan- 
nels, and due consideration shall be given by the Board to dislocating or dis- 
rupting as little as possible, consistent with the purposes of this Act, the usual 
and customary channels of trade. Nothing herein contained shall prevent the 
Board from conducting such operations itself or through a corporation, stabiliza- 
tion corporation, broker, agency, or person. 

Sec. 42. After the effective date of this Act, surplus milk or dairy products 
shall not be sold or otherwise disposed of in the ordinary and usual channels of 
domestic trade by the Commodity Credit Corporation or by any other Federal 
agency without the express consent of the Board. The purpose of this provision 
is to segregate the surplus milk and dairy products held by the Commodity Credit 
Corporation on the effective date of this Act, or subsequently acquired by it 
under this Act. 

Sec. 48. In any marketing year in which surplus milk or dairy products are 
acquired by the Board and in which milk or dairy products are imported into 
the United States from any foreign country, the Board shall be entitled to turn 
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over to the Commodity Credit Corporation for disposal as surplus in accord- 
ance with the provisions of this Act an amount of such surplus dairy products 
which shall not exceed the equivalent of the total amount of such imports, as 
determined by the Board, or, with the consent of the Commodity Credit Corpora- 
tion, the Board may dispose of such surplus dairy products for the account of 
the Commodity Credit Corporation. All loss sustained by the Board in removing 
from the domestic market surplus milk and dairy products in an amount equiva- 
lent to such imports shall be repaid to the Board by Commodity Credit Corpo. 
ration. The Board may exclude from the operation of this section any imported 
dairy products which it determines are not competitive with domestically pro- 
duced milk, butterfat, or dairy products. 

Sec. 44. In any marketing year in which surplus milk or dairy products are 
acquired by the Board and in which the total domestic production of milk or 
butterfat is increased due to diversion from the production of any other crop 
or commodity, including livestock, the production of which is controlled or 
regulated under any Federal agricultural program, the Board shall be entitled to 
turn over to the Commodity Credit Corporation for disposal as surplus in 
accordance with the provisions of this Act an amount of such surplus dairy 
products which shall not exceed the equivalent of the total amount of such in- 
creased milk and butterfat production, as determined by the Secretary, or, with 
the consent of the Commodity Credit Corporation, the Board may dispose of such 
surplus for the account of the Commodity Credit Corporation. All loss sustained 
by the Board in removing from the market surplus milk and dairy products in 
an amount equivalent to the volume of such increased production due to diversion 
shall be repaid to the Board by Commodity Credit Corporation. Such losses 
shall be charged by Commodity Credit Corporation to the price support pro- 
grams of the crops from which such diversion occurred. 


REVIEW BY THE SECRETARY 


Sec. 45. The operations of the Board shall be subject to the supervision and 
control of the Secretary to the following extent and in the following manner, 
Whenever the Secretary shall certify to the Board that there is reason to believe 
the operations of the Board have resulted or will result in prices to producers for 
milk or butterfat or both which are unreasonably high when considered in con- 
nection with the purpose of this Act, he shall, unless prompt action is taken by 
the Board to remedy the situation, cause a hearing to be held within the Depart- 
ment for the purpose of determining such fact. Reasonable notice of such 
hearing shall be given, and all interested parties shall be given an opportunity 
to appear and present evidence, statements, and arguments relevant and material 
to the issues involved, all of which shali be made a part of the record of the 
hearing. The Secretary may prescribe rules and regulations governing such 
hearings. 

Sec. 46. If, on the basis of the record of such hearing, the Secretary determines 
that the operations of the Board have resulted or will result in prices to pro- 
ducers that are unreasonably high, when considered in connection with the 
purposes of this Act, he shall by order prescribe the stabilization price levels 
which he determines would not be subject to such objection. 

Sec. 47. If the Board shall fail or refuse within a reasonable time to take 
effective action to bring the stabilization price levels in line with the levels 
ordered, the Secretary may petition the United States Court of Appeals for the 
District of Columbia Circuit for a decree directing the members of the Board 
to take action or to cease and desist from the taking of certain actions as the 
case may be. The court shall have jurisdiction to enter a decree affirming, 
modifying, or setting aside the order of the Secretary, or to enter such other decree 
as the court may deem equitable. The orders of the court may be enforced by 
contempt proceedings. Any order issued by the Secretary as above provided may 
be appealed by the Board to the said court and shall thereupon be subject to 
review by the court. 

MARKETING ASSESSMENT 


Sec. 48. The cost of operating the stabilization program and of regulating the 
marketing of milk and dairy products in interstate and foreign commerce, or so as 
to affect such commerce, as herein provided, shall be paid by the milk producers 
and importers marketing milk, butterfat, or dairy products in such commerce, 
or so as to affect such commerce, in proportion to the milk, butterfat, and dairy 
products so marketed by them. Thus the cost of developing and maintaining an 
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orderly, stabilized, and improved market will be charged directly to those using 
the improved market and sharing in its benefits and to them only; and the amount 
paid by each will be directly related to the use made of the improved market. 
Marketing assessments in amounts sufficient to cover the costs of the program, as 
determined by the Board in accordance with the estimated requirements of the 
program for each marketing year, are hereby assessed against and shall be 
collected from each producer and importer who sells milk, butterfat, or dairy 
products in interstate or foreign commerce or xo as to affect such commerce. The 
marketing assessments shall be established on an annual, marketing year basis. 
They shall be announced by the Board as far in advance of the beginning of the 
marketing year as is practicable. The assessments so announced shall not 
thereafter be varied before the close of the marketing year for which they are 
applicable, except that in emergency cases, the Board may redetermine such 
marketing assessments in the same manner that stabilization price levels may 
pe redetermined in emergency cases. Every person purchasing milk, butterfat, 
or dairy products from a producer (except purchases by consumers for other 
than commercial uses), shall withhold from the purchase price an amount equal 
to the marketing assessment and shall remit the same to the Commissioner of 
Internal Revenue. For the purposes of this section, milk, butterfat, or dairy 
products delivered by a producer to a cooperative association of producers shall 
be subject to the marketing assessment upon such delivery. Returns shall be 
filed and remittances made monthly by such purchasers in accordance with rules 
prescribed by the Commissioner. 

Sec. 49. Producers holding licenses or permits issued by Federal, State, or local 
agencies authorizing them to sell milk, butterfat, or dairy products directly to 
consumers shall file returns and pay the marketing assessment on all sales made 
by them to consumers for other than commercial uses. 

Sec. 50. The Commissioner of Internal Revenue shall collect the marketing 
assessments provided for herein and shall prescribe such rules and regulations 
as may be necessary to accomplish that purpose. 

Sec. 51. The collection of the marketing assessments shall be enforced in the 
same manner that the collection of the taxes on employees under the Federal 
Insurance Contributions Act is enforced, and the remedies, penalties, and punish- 
ments provided by law or regulations for enforcement of such employee taxes 
shall, insofar as applicable and not inconsistent with the provisions of this Act, 
be applicable to the collection and enforcement of the marketing assessments. 

Sec. 52. There is appropriated for each fiscal year, beginning with the fiscal 
year ending June 30, 1959, an amount equal to the marketing assessments col- 
lected under the provisions of this Act. Such sums shall be maintained in a 
separate fund and shall be used by the Board only to accomplish the purposes 
and policies of this Act and for the administrative expenses of the Board. The 
sums appropriated under this section shall, notwithstanding the provisions of 
any other law, continue to remain available for the purposes of this Act until 
expended. All sums collected by the Commissioner of Internal Revenue under 
the provisions of this Act shall be credited as received to a special account 
without fiscal vear limitation set up for the use of the Board. Such funds, in- 
cluding any other funds of the Board, borrowed or otherwise, which may be 
in any such special account, shall be available for use by the Board in carrying 
out the purposes and policies of this Act and for the administrative expenses 
of the Board. The Board may expend such funds for such purposes, at such 
times, in such manner, and in such amounts, consistent with the provisions 
of this Act, as the Board finds will effectuate the purposes of this Act. 

Sec. 53. The Secretary of the Treasury is authorized and directed upon request 
of the Board to establish one or more special accounts without fiscal year limi- 
tation for the use of the Board. 

Sec. 54. All imports of milk, butterfat, and dairy products shall be subject 
to the collection of marketing assessments at the same rates as those collected 
from domestic producers. ‘The Secretary of the Treasury shall collect the 
marketing assessments on imports at the time of importation. The laws and 
regulations applicable to the import tax on sugar imposed by section 4501 (b) 
of the Internal Revenue Code of 1954 shall, insofar as applicable and not incon- 
sistent with this Act, be applicable to the collection of the marketing assessments 
on imports. All funds so collected shall be credited as received to the special 
account of the Board and shall be available for use by the Board in the manner 
and for the purposes above mentioned. Rules and regulations governing the 
collection and payment of such fees shall be prescribed by the Secretary of the 
Treasury. 
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MARKETING ALLOTMENT PROGRAMS 


Sec. 55. The provisions of sections 55 through 63 shall be applicable only to 
marketing years when a marketing allotment program is required or in effect 
under this Act. 

Sec. 56. In the event the marketing assessment established by the Board 
for any marketing year would exceed 25 cents per hundredweight of milk, the 
Board shall set up and put into effect for such year a marketing allotment 
program operated and financed in the maner hereinafter authorized. 

Sec. 57. The Board shall establish a base for each producer desiring to market 
milk or butterfat. Bases shall be assigned to producers, including partnerships, 
corporations, or other business entities, and not to herds or farms. The Board 
shall provide by rules or regulations for the transfer of bases in whole or in part, 
for the assignment of bases to new producers, for the equitable adjustment of 
bases to avoid hardship, for such other adjustments consistent with the objec- 
tives of this Act as the Board deems appropriate, including adjustments for 
deficit production areas, and for such other matters as may be necessary or 
appropriate to set up and operate effectively and efficiently the programs herein 
authorized. In allocating such bases the Board shall take into consideration 
historical production, trends, abnormal production during the historical period, 
and such other factors as may be appropriate to carry out such allocation in an 
equitable and practical manner. Bases established by the Board shall continue 
in effect from year to year until terminated by the Board, but such bases shall 
be subject to modification and adjustments from time to time by the Board, 

Sec. 58. Persons required to withhold and report marketing assessments shall 
make such additional reports as the Board may prescribe by rule or regulation 
relating to the volume of milk marketed by each producer. The Board shall 
have authority to make such investigations, inspections, and audits of the 
records of any such person as may be necessary to enable it to carry out and 
enforce effectively the objectives of this Act. 

Sec. 59. The Board shall estimate and announce annually, as far in advance 
of the beginning of the applicable marketing year as is practicable, (1) the 
estimated supply for such marketing year; (2) the total quantity of milk and 
dairy products which can be marketed during such marketing year at prices 
equal to or above the stabilization price levels for such year; (3) the total 
quantity of milk and dairy products which can be sold or otherwise disposed of 
at prices less than the stabilization price levels for such year but which will 
provide a net return above the cost of handling; (4) the total quantity of milk 
and dairy products to be sold, donated, or otherwise disposed of during such 
year at a net loss below the cost of handling; (5) the amount by which storage 
stocks, reserves, and set-asides will be increased or decreased during such year; 
(6) the value of the milk and dairy products in items numbered 1 through 5 
above, including negative values where applicable; and (7) such other matters 
as the Board deems appropriate to carry out the objectives of this Act. The 
estimates of the Board may be varied before the close of the marketing year 
for which they are applicable in the same manner in which announcements of 
stabilization price levels may be varied. 

Sec. 60. The Board shall annually allocate to producers holding bases estab- 
lished by the Board the available markets for the applicable marketing year. 
Such allocations may be expressed in terms of percentage of base. 

Sec. 61. The Board shall provide for the issuance of marketing certificates 
covering the marketing allocations of each producer. 

Sec. 62. The Board may establish one or more marketing assessment rates for 
milk or butterfat marketed in any marketing year when a marketing allotment 
program is in effect. Such rates may be varied as between milk or butterfat mar- 
keted under marketing certificates and that marketed without such certificates. 

Sec. 638. Marketing allotment programs set up by the Board shall be suspended 
or terminated by the Board whenever the marketing assessment established by 
the Board for any marketing year would not exceed 25 cents per hundredweight 
of milk. If for any subsequent marketing year such assessment would exceed 
that amount, then a marketing allotment program shall be operated for each such 
marketing year. 

MISCELLANEOUS 
Sec. 64. The latest available statistics of the Federal Government shall be used 


in making the findings and determinations required to be made under this Act. 
Such statistics and other information of the Federal Government, and of its 
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departments and agencies, as may be necessary or appropriate to enable the Board 
to carry out effectively the purposes of this Act, shall be made available to the 
Board. 

Sec. 65. Office space for the central office of the Board shall be provided by the 
Department of Agriculture, if the Board requests the use of such space. 

Sec. 66. The provisions of the Federal Property and Administrative Services 
Act of 1949 (Publie Law 152, Eighty-first Congress) ; section 3709 of the Revised 
Statutes (41 U. S. C. 5), as amended; the Walsh-Healey Public Contracts Act 
(41 U. 8S. C. 35-45) ; section 3741 of the Revised Statutes (41 U. 8. C. 22); and 
sections 431 and 482 of title 18 of the United States Code (18 U. 8S. C. 431, 482) 
shall not be applicable to contracts, purchases, sales, or payments made under 
this Act. 

Sec. 67. If any provision of this Act or the application thereof to any person, 
circumstance, commodity, or product is held invalid, the validity of the remainder 
of this Act and the application thereof to other persons, circumstances, commodi- 
ties, or products, shall not be affected thereby. 

Sec. 68. All milk and dairy products held by or for the Federal Dairy Stabiliza- 
tion Board and all other assets of the Board, including borrowed money, shall 
be deemed property of the United States and shall be exempt from Federal, State, 
and local property taxes, except that real estate owned by the Board shall be 
subject to nondiscriminatory State and local real estate taxes. The income, obli- 
gations, contracts, and transactions of the Board, including purchases and sales 
made by or for the Board, shall be exempt from all Federal, State, and local 
taxes, licenses, and fees. All activities, contracts, transactions, and operations 
of the Board, its members, executive committee, officers, employees, and agents 
which are authorized by this Act shall be exempt from Federal and State anti- 
trust laws. 

Sec. 69. No member of the Board or of the Advisory Committee, nor any other 
person employed or acting in any official capacity in the administration of this 
Act, shall speculate, directly or indirectly, in milk, butterfat, or dairy products, 
or in contracts relating thereto, nor shall any such person accept or receive any 
benefit or gain from any such speculation by others or own or have any beneficial 
interest in any stock or other membership interest in any organization engaged 
in any such speculation. Normal business operations connected with the produc- 
tion, manufacturing, storing, and effective merchandising of milk and dairy 
products, whether hedged or not, shall not be considered speculative within the 
meaning of this section. No member of the Board or of the Advisory Committee, 
nor any other person directly or indirectly connected with the Board or its activi- 
ties or who shall have access to the files or information of the Board, shall divulge 
any information concerning the Board or its activities, which the Board shall 
have classified as confidential. Any person violating the provisions of this sec- 
tion shall upon conviction thereof be fined not more than $10,000 or imprisoned 
not more than one year, or both. 

Sec. 70. The general penal statutes relating to crimes and offenses against the 
United States, its property, contracts, employees, and operations shall apply with 
respect to the Board, its property, contracts, employees, and operations to the 
extent that such application is not inconsistent with the provisions of this Act. 

Sec. 71. The price support operations of the Secretary under title II of the 
Agricultural Act of 1949 with respect to milk, butterfat, and dairy products shall 
be suspended during the entire period that stabilization operations are carried 
on by the Board under the authority of this Act. 


REFERENDUM OF MILK PRODUCERS 


Sec. 72. On the second Monday in September 1958, a referendum shall be con- 
ducted by the Secretary to determine whether dairy farmers favor a dairy sta- 
bilization program operated by the Federal Dairy Stabilization Board as herein 
provided or a price support program operated by the Secretary under title II of 
the Agricultural Act of 1949. The Secretary shall prescribe rules governing such 
referendum and shall determine all questions relating thereto. He shall promptly 
determine and announce the results of the referendum. Producers eligible to 
vote for nominees for appointment to the Federal Dairy Stabilization Board shall 
be eligible to vote in such referendum. In any election or referendum conducted 
under the authority of this Act, the Secretary shall consider the vote of any 
cooperative association of milk producers bona fide engaged in marketing milk, 
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butterfat, or dairy products for producers as the vote of the producers who are 
members of, stockholders in, or under contract with, such cooperative association. 

Sec. 73. If a majority of those voting in the referendum provided for in the 
above section favor a price support program operated by the Federal Dairy Sta- 
bilization Board as herein provided, then the stabilization operations of the Board 
and the collection of the marketing assessments shall begin April 1, 1959. The 
price support operations of the Secretary under title II of the Agricultural Act 
of 1949 shall thereupon be suspended as provided in section 71 of this Act. 

Sec. 74. If a majority of those voting in the referendum above provided favor 
a price support program operated by the Secretary under title Il of the Agri- 
cultural Act of 1949, then the Secretary shall continue to make available to pro- 
ducers price support for milk, butterfat, and the products of milk and butterfat 
under title II of said Act, and the provisions of the Federal Dairy Stabilization 
Act of 1958 shall cease to be effective. 

Sec. 75. The decision of the Secretary in all matters relating to the referendum 
above provided shall be final. 

Sec. 76. In order to provide a definite program for the purpose of such referen- 
dum, the Board is directed, in the event the dairy stabilization program herein 
provided is approved and notwithstanding any other provisions of this Act, to 
support prices to producers for milk and butterfat for the marketing year begin- 
ning April 1, 1959, at 90 per centum of the parity price therefor, using the manu- 
facturing milk parity equivalent formula originally used under the Agricultural 
Act of 1949, and the marketing assessment for such marketing year shall be 
25 cents per hundredweight of milk or milk equivalent. Thereafter the stabili- 
zation levels and the amount of the marketing assessments shall be determined 
annually as herein provided. The provisions of this Act relating to variations 
in annual stabilibation levels and marketing assessment rates in emergency Cases 
shall be applicable to the stabilization levels and marketing assessment rates 
prescribed in this section. 

Sec. 77. Dairy stabilization programs operated by the Federal Dairy Stabili- 
zation Board shall be subject to a referendum to determine whether such pro- 
grams shall be continued or terminated, if 10 per centum or more of the milk pro- 
ducers eligible to vote in referendums under this Act shall petition the Secretary 
in writing for such referendum. Upon receipt of a qualified petition, the Secre- 
tary shall conduct such referendum and determine and announce the results 
thereof. 

Sec. 78. If a majority of those voting in the referendum provided for in the 
above section favor a price support program operated by the Federal Dairy Sta- 
bilization Board, then the stabilization operations of the Board and the collection 
of the marketing assessments shall be continued. If a majority of those voting 
in the referendum provided for in the above section favor discontinuing the 
stabilization operations of the Board, then the Secretary shall make available 
to producers price support for milk, butterfat, and the products of milk and 
butterfat under title II of the Agricultural Act of 1949. Upon the reinstitution 
of such price supports by the Secretary, the stabilization operations of the Board 
shall cease and no further marketing assessments shall be collected. All assets 
of the Board shall be transferred to the Secretary for liquidation. Any assets 
remaining after the payment of all obligations of the Board shall be available to 
the Secretary for use in connection with such price support operations. 


[H. R. 10671, 85th Cong., 2d sess.] 
A BILL To provide a method for computing parity prices for manufacturing milk 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 301 (a) (1) of the Agricultural 
Adjustment Act of 1988, as amended, is amended by adding the following 
paragraph: 

“Sec. 301. (a) (1) (H) in computing parity prices the parity equivalent for 
manufacturing milk shall be based on the thirty-month period July 1946 to 
December 1948, both inclusive.” 
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[H. R. 12053, 85th Cong., 2d sess.] 


A BILL To provide a self-help plan under which agricultural commodity producers would 
be able to obtain a fair and equitable share of the national income 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, 


TITLE I—SHORT TITLE; DEFINITIONS 
SHORT TITLE 
Sec. 101. This Act may be cited as the “Commodity Stabilization Act of 1958”. 
DEFINITIONS 


Sec. 102. For the purpose of this Act, the term 

(1) “Producer” means a person who produces any agricultural commodity in 
the United States and makes sales of such commodity in interstate or foreign 
commerce or sales of such commodities which directly burden, obstruct, or affect 
interstate or foreign commerce. 

(2) “Secretary” means the Secretary of Agriculture. 

(3) “Commission” means the Commodity Stabilization Commission created in 
section 401. 

(4) “Association” means a producer controlled commodity stabilization asso- 
ciation or corporation which has been designated by the Secretary under section 
201. 

(5) “Board” means the board of directors of the assocition. 


TITLE II—COMMODITY STABILIZATION ASSOCIATION 
DESIGNATION OF ASSOCIATION 


Sec. 201. The Secretary must charter as a commodity stabilization association 
any association which meets the requirements of this title. The association so 
designated shall have the powers granted in title II. 


REQUIREMENTS FOR CHARTER 


Sec. 202. The requirements for charter as a commodity stabilization associa- 
tion are the following: 

(1) The association must be organized on a nationwide basis, with chapters 
or divisions in the commodity producing areas. 

(2) There must be regional divisions within the association; such regions 
being so arranged that production in each is approximately equal. 

(8) The association must have a national board of directors composed of one 
member from each of the regional divisions, elected directly by the members of 
the association in that region. All elections shall be by secret ballot insuring 
the democratic process. 

(4) Membership in the association must be limited to the producers of the 
commodity. Anyone engaged in the production of the commodity as of the date 
of enactment of the Commodity Stabilization Act of 1958 shall be eligible for 
membership. 

(4a) Rules for transferring memberships and requirements for new member- 
ship shall be established by the association’s board of directors duly elected. 

(5) More than one-half of the producers of the commodity must be members 
of the association or its membership must represent more than one-half the pro- 
duction of the commodity. 

(6) Any commodity forming such an association shall have the right to price 
its product on a constructed cost of production formula, as set forth in section 
404. 

(7) Any commodity forming such an association shall have the right to impose 
upon itself any system of marketing restrictions adopted by a majority vote of 
the association membership. 

(a) Marketing restrictions can be eliminated or changed by a majority vote 
of the membership of the association. 

(8S) Any commodity forming such an association shall have the right to 
handle its own surpluses through the establishment of a stabilization fund 
supported by stabilization fees imposed upon all producers. Compliance of all 
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producers shall be obtained by the instrumentation of national marketing orderg 
after a national referendum held by the Secretary for the commodity involved, 
The administrator of the Federal order shall have the power to collect fees for 
the purpose of buying surpluses. 

(a) Each commodity association shall devise a program for its commodity 
that is acceptable to the membership and the Congress. 

(b) Not empowered to engaged in commercial processing of raw commodities 
or any other business activity. 

(9) Any handler, dealer, or buyer of farm commodities at the farm level 
who threatens farmers with a loss of their market because they join or are 
active in helping in the organization of such commodity associations shall be 
subject to a fine of not more than $5,000 or one year in jail or both. 

(10) That the educational facilities of the Government (Extension Service— 
Vocational Agricultural Teachers, and so forth) be used to inform farmers of 
the necessity of forming associations in a highly developed mechanized agricul- 
ture that are able to apply human intelligence to the law of supply and demand, 


TITLE III—COMMODITY STABILIZATION PROGRAM FOR MILK 


Sec. 301. (a) The association shall devise a program, which conforms with 
the provisions of this Act, under which the price of manufacturer’s milk will be 
supported at a level to be determined by the board of directors of the association, 
marketing restrictions can be self-imposed by a majority vote of the membership, 
and assessments will be levied on producers to support the cost of the program. 

(b) The proposed program shall become effective October 1, 1958, after more 
than two-thirds of the dairy producers have voted in favor of a national Federal 
order on manufacturer’s milk in a referendum conducted by the Secretary. 

(c) The Secretary in consultation with the board and representatives of the 
handlers shall make an annual calculation of total demand, both domestic and 
foreign; any marketing quota system adopted by the association must fill this 
demand. 

PRICE SUPPORT 


Sec. 302. (a) The board of directors of the association may support the price 
of manufacturer’s milk through purchases of milk products. The level, terms, 
and conditions of the price support operations of the board shall be determined 
by the board, except that the board shall take no action inconsistent with the 
program submitted and approved as provided in section 301, and shall not support 
the price of manufacturer’s milk at a level higher than that permitted under the 
provisions of title IV. In carrying out this section, the board may hold such 
hearings and utilize such studies as it considers necessary. 

(b) Appropriate adjustments may be made by the board in the support price 
based on cost variations for manufacturer’s milk due to changes in the cost of 
production of milk. Prices shall be established for butter, Cheddar cheese and 
milk powder by the board to enable dairy plants to pay the producer the price 
set by the association’s board of directors. Also to make variations in price for 
differences in grade, type, quality, and other factors. To determine the support 
price level for any marketing year, the support prices to producers for all milk 
products shall be reduced to a common factor, such as milk equivalent and 
averaged. 

(c) No dairy product acquired by the board in the course of providing price 
support under this section may be disposed of as the board sees fit, except that 
such dairy products shall be disposed of in a fashion which assures that no 
part thereof will be used for human consumption in the United States. 


STABILIZATION FEES 


Sec. 305. (a) The board may, in consultation with the Market Administrator, 
prescribe stabilization fees to be paid with respect to the marketing of milk. 
Such fees shall be paid by producers and deducted by handlers of milk at such 
times, in such amounts, and in such manner as the board may by regulation 
prescribe. 

(b) The United States district courts shall have jurisdiction of civil actions 
brought by the board to recover any marketing fees which have not been paid. 
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TITLE IV—COMMODITY STABILIZATION COMMISSION 
ESTABLISHMENT OF COMMISSION 


Sec. 401. (a) There is hereby established as an independent agency in the 
executive branch of the Government an agency to be known as the Commodity 
Stabilization Commission or referee which shall be composed of five members 
appointed by the President, by and with the advice and consent of the Senate. 
The President shall designate one of the members to act as Chairman. Not 
more than three members of the Commission shall be members of the same 
political party. . 

(b) The terms of office of members of the Commission shall be five years, 
except that- 

(1) any member appointed to fill a vacancy occurring prior to the expira- 
tion of the term for which his predecessor was appointed shall be appointed 
for the remainder of such term ; and 

(2) the terms of office of the members first taking office shall expire, as 
designed by the President at the time of appointment, one at the end of 
one year, one at the end of two years, one at the end of three years, and 
one at the end of four years, after the date of their appointment, 

Any member of the Commission may be removed by the President for ineffi- 
ciency, neglect of duty, or malfeasance in office. 

(c) Each member of the Commission (other than the Chairman) shall receive 
compensation at the rate of $20,000 per annum; and the Chairman shall receive 
compensation at the rate of $20,500 per annum. 

(d) The principal office of the Commission shall be in the District of Columbia, 
but the Commission or any duly authorized representative may exercise any or 
all of its powers in any place. The Commission shall hold such meetings, con- 
duct such hearings, and receive such reports as may be necessary to enable it 
to carry out the provisions of this Act. Three members of the Commission 
shall constitute a quorum thereof. 

(e) The Commission shall have authority, subject to the provisions of the 
civil-service laws and the Classification Act of 1949, to appoint and fix the com- 
pensation of such officers and employees as are necessary in the exercise of its 
functions. 

PRICE SCHEDULES 


Sec. 402. (a) Under such rules and regulations as the Commission shall pre- 
scribe, the board shall file with the Commission, within such time (not less 
than sixty days from the date this Act takes effect) and in such form as the 
Commission may designate, and shall keep open for public inspection, schedules 
showing the price at which milk and milk products are to be supported. 

(b) Unless the Commission otherwise orders, no change shall be made by the 
board in the level at which it is supporting the price of milk or any milk product 
except after thirty days’ notice to the Commission and to the public. Such 
notice shall be given by filing with the Commission and keeping open for public 
inspection new schedules plainly stating such new support prices. The Com- 
mission, for good cause shown, may allow such changes to take effect without 
requiring the thirty days’ notice herein provided for by an order specifying the 
changes to be made and the time when they shall take effect. 

(c) Whenever any such schedules of new support prices are filed, a proof of 
justified increase or decrease must be submitted by the board from data collected 
from pilot farms established by the board. The Commission shall have author- 
ity, without formal pleading, but upon reasonable notice, to enter upon a hearing 
concerning the lawfulness of such support price; and, pending such hearing and 
decision thereon, the Commission may suspend the operation of such schedule, 
but not for a longer period than five months beyond the time when it would 
otherwise go into effect; and after full hearings, either completed before or 
after the new support price has gone into effect, the Commission may make 
such orders with reference thereto as would be proper in a proceeding initiated 
after it had become effective. 

(d) At any hearing involving an increase in price supports, the burden of 
ae to show that the higher price support is not unlawful shall be upon the 
oard. 
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UNLAWFUL LEVELS OF PRICE SUPPORI 


Sec. 4038. (a) Whenever the Commission, after a hearing had upon its own 
motion, finds that the level of price support then in effect is unlawful by using 
industrial wage scales and profits, the Commission shall determine the highest 
level of price support which would be lawful and shall fix the same by order asa 
measure, as defined in section 404. 


PERMISSIBLE LEVEL OF PRICE SUPPORT 


Sec. 404. (a) Any level of price support shall be unlawful which would provide 
a rate of profit for milk producers, on an overall basis, after allowing for the 
constructed costs (as defined in subsection (b)) of producing milk higher than 
the average rate of return in production enterprises in the United States during 
the most recent year for which figures are available; except that such level of 
price support shall not be so high as to provide milk producers, on an overall 
basis, with an income greater than parity of income; in calculating parity of 
income, nonfarm farm income sball be excluded from farm income. 

(b) The constructed costs of producing milk shall be determined by the board 
and submitted to the Commission. Such costs shall be determined on the basis 
of the actual costs of producing milk on a typical dairy farm in the United States, 
except that (1) in computing labor costs, the board shall apply a rate of wages 
equal to those in effect in industrial enterprises and (2) in determining produe- 
tion of milk, the board shall not utilize a rate of production higher than the 
National Dairy Herd Improvement Association average. 


INVESTIGATIONS BY COMMISSION 


Sec. 405. (a) The Commission may investigate any facts, conditions, practices, 
or matters which it may find necessary or proper in order to enable it to carry out 
its duties under this Act. 

(b) For the purpose of any investigation or any other proceeding under this 
Act, any member of the Commission, or any oflicer designated by it, is empowered 
to administer oaths and affirmations, subpena witnesses, compel their attendance, 
take evidence, and require the production of any books, papers, correspondence, 
memorandums, contracts, agreements, or other records which the Commission 
finds relevant or material to the inquiry. Such attendance of witnesses and the 
production of any such records may be required from any place in the United 
States or at any designated place of hearing. Witnesses summoned by the 
Commission to appear before it shall be paid the same fees and mileage that 
are paid witnesses in the courts of the United States. 

(c) In case of contumacy by, or refusal to obey a subpena issued to, any 
person, the Commission may invoke the aid of any court of the United States 
within the jurisdiction of which such investigation or proceeding is carried 
on, or Where such person resides or carries on business in requiring the at- 
tendance and testimony of witnesses and the production of books, papers, 
correspondence, memorandums, contracts, agreements, and other records. Such 
court may issue an order requiring such person to appear before the Com- 
mission or member or officer designated by the Commission, there to produce 
records, if so ordered, or to give testimony touching the matter under investi- 
gation or in question; and any failure to obey such order of the court may be 
punished by such court as a contempt thereof. All process in any such case 
may be served in judicial district whereof such person is an inhabitant or 
wherever he may be found or may be doing business. Any person who willfully 
Shall fail or refuse to attend and testify or to answer any lawful inquiry or 
to produce books, papers, correspondence, memorandums, contracts, agreements, 
or other records, if in his or its power so to do, in obedience to the subpena 
of the Commission, shall be guilty of a misdemeanor and upon conviction shall 
be subject to a fine of not more than $1,000 or to imprisonment for a term of not 
more than one year, or both. 

(d) The testimony of any witness may be taken at the instance of a party, 
in any proceeding or investigation pending before the Commission, by deposition 
at any time after the proceeding is at issue. The Commission may also order 
testimony to be taken by deposition in any proceeding or investigation pending 
before it at any stage of such proceeding or investigation. Such depositions 
may be taken before any person authorized to administer oaths not being of 
counsel or attorney to either of the parties, nor interested in the proceeding 
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or investigation. Any person may be compelled to appear and depose, and to 
produce documentary evidence, in the same manner as witnesses may be com- 
pelled to appear and testify and produce documentary evidence before the 
Commission, as hereinbefore provided. Such testimony shall be reduced to 
writing by the person taking deposition, or under his direction, and shall, after 
it has been reduced to writing, be subscribed by the deponent. 

(e) Witnesses whose depositions are taken as authorized in this Act, and 
the person or officer taking the same, shall be entitled to the same fees as 
are paid for like services in the courts of the United States. 


RULES OF PROCEDURE 


Sec. 406. All hearings, investigations, and proceedings under this Act shall 
be governed by rules of practice and procedure to be adopted by the Com- 
mission, and in the conduct thereof the technical rules of evidence need not be 
applied. No informality in any hearing, investigation, or proceeding or in the 
manner of taking testimony shall invalidate any order, decision, rule, or regu- 
lation issued under the authority of this Act. 


JUDICIAL REVIEW 


Sec. 407. Any person affected by an order issued by the Commission in a 
proceeding under this Act may obtain a review of such order in the United 
States Court of Appeals for the District of Columbia by filing in such court, 
within sixty days after the order of the Commission, a written petition praying 
that the order of the Commission be modified or set aside in whole or in part. 
A copy of such petition shall forthwith be served upon any member of the 
Commission and thereupon the Commission shall certify and file with the court 
a transcript of the record upon which the order complained of was entered. 
Upon the filing of such transeript, such court shall have exclusive jurisdiction 
to affirm, modify, or set aside such order in whole or in part. No objectiion to 
the order of the Commission shal! be considered by the court unless such 
objection shall have been urged before the Commis‘ion in the application for 
rehearing unless there is reasonable ground for tu lure so to do. The finding 
of the Commission as to the facts, if supported by substantial evidence, shall 
be conclusive. If any party shall apply to the court for leave to adduce addi- 
tional evidence, and shall show to the satisfaction of the court that such addi- 
tional evidence is material and that there were reasonable grounds for failure 
to adduce such evidence in the proceedings before the Commission, the court 
may order such additional evidence to be taken before the Commission and to 
be adduced upon the hearing in such manner and upon such terms and condi- 
tions as to the court may seem proper. The Commission may modify its findings 
as to the facts by reason of the additional evidence so taken, and it shali file 
with the court such modified or new findings, which if supported by substan- 
tial evidence, shall be conclusive, and its recommendation, if any, for the 
modification or setting aside of the original order. The judgment and decree 
of the court, affirming, modifying, or setting aside, in whole or in part, any such 
order of the Commission, shall be final, subject to review by the Supreme Court 
of the United States upon certiorari or certification as provided in section 1254 
of the United States Code, as amended (U.S. C., title 28, sees. 346 and 347). 


TITLE V—MISCELLANEOUS 
PRICE SUPPORT UNDER OTHER ACTS 


Sec. 501. No price support shall be afforded milk or milk products under title 
Il of the Agricultural Act of 1949 during any period the board has authority 
to support the price of milk and milk products under this Act 


rERMINATION 


Sec. 502. In the event the Commission determines that 
(1) an association which has been chartered under section 201 no longer 
meets the requirements of title II, and 
(2) the association has failed to comply with any provision of this 
Act, or with the program submitted to the referendum as provided in 
section 301, 
they may rescind the charter of the association under section 201. 
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(H. R. 12291, 85th Cong., 2d sess. ] 


A BILL To divest the Secretary of Agriculture of any legislative authority to fix prices 
on milk and dairy products; to direct the Secretary of Agriculture to call a National 
Dairy Producers’ Constitutional Convention whereby bona fide dairy producers may 
formulate their own self-financing programs for stabilizing milk prices at fair and 
equitable levels; and to create a regulatory commission to protect the public interest 
in the production and marketing of milk 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, 


SHORT TITLE 


Section 1. This Act may be cited as the “Milk and Dairy Products <Aet 
of 1958.” 
DEFINITIONS 


Sec. 2. For the purposes of this Act, the term 

(1) “Dairy producer” means a person or corporation who produces milk in a 
State and makes sales of such milk throughout the year which are sales in 
interstate or foreign commerce or which directly burden, obstruct, or affect 
interstate or foreign commerce. 

(2) “Milk products” means cheese, butter, and nonfat dry milk. 

(3) “Secretary” means the Secretary of Agriculture. 

(4) “Commission” means the Federal Milk Commission established by sec- 
tion 9. 

NATIONAL REFERENDUM 


Sec. 3. (a) The Secretary shall arrange for a referendum in which bona fide 
dairy producers shall (1) vote on whether they favor or oppose the holding of a 
national convention of dairy producers as authorized in this Act, and (2) vote 
to determine which of the individuals who have been proposed for consideration 
as provided in subsection (d) are to be delegates to the regional conventions 
held preliminary to the national convention. Each county in the United States 
shall have at least one polling place for the referendum. 

(b) Each dairy producer shall be entitled to one vote in the referendum con- 
ducted under this section. 

(c) There shall be one delegate to the regional convention for each five 
hundred dairy producers in a county, except that in any event each county where 
there are more than fifty dairy producers shall have one delegate. 

(d) To be eligible for consideration as a delegate to a regional convention a 
person must be a bona fide dairy producer and must be proposed for considera- 
tion by a petition to the Secretary signed by at least fifty dairy producers or 
by at least one-third of the dairy producers in a county in the case of counties 
in which there are fewer than one hundred dairy producers. 


REGIONAL CONVENTIONS 


Sec. 4. (a) The Secretary shall divide the United States into fifteen regions 
each of which shall have approximately equal milk productions. The Secretary 
shall provide for holding a regional convention in each such region. He shall 
provide that at each such convention the delegates shall 

(1) divide into committees and study groups to formulate resolutions for 
consideration at the national convention, 

(2) adopt such resolutions as they desire to propose before the national 
convention, and 

(3) elect, from among their number, fifteen persons to be delegates to 
the national convention. 

(b) The Secretary shall pay the compensation, in accordance with the Classi- 
fication Act of 1949, of such attorneys, accountants, and other experts as he de- 
termines may be necessary at each regional convention. Each delegate to a 
regional convention shall receive compensation at the rate of $12 per diem for 
each day they serve at the regional convention and each such delegate shall 
receive his travel and subsistence pay in conformity with the Standardized 
Government Travel Regulations. 


NATIONAL CONVENTION 
Sec. 5. (a) The Secretary shall provide for holding a national convention in 


the city of Chicago, Illinois. The delegates at such convention shall be the 
persons elected at the regional conventions pursuant to section 4. 
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(b) At the national convention the delegates shall— 

(1) study the various problems confronting the dairy industry in the 
United States ; 

(2) formulate and adopt a constitution whereby dairy producers shall 
elect their own officials and operate their own self-financing stabilization 
programs to provide the Nation with an adequate, balanced, and orderly 
flow of milk and dairy products at fair, equitable, and stabilized prices. 

(c) The constitution and the program formulated at the national convention 
shall be submitted to a referendum of dairy producers who voted in the referen- 
dum conducted under section 3. If, in such referendum, a majority of the dairy 
producers voting indicates that they wish the constitution and the program to 
become effective, such constitution and such program shall become effective. 

(d) The Secretary shall pay the compensation, in accordance with the Classi- 
fication Act of 1949, of such attorneys, accounts, and other experts as he deter- 
mines may be necessary at the national convention. Each delegate to the 
national convention shall receive compensation at the rate of $12 per diem for 
each day they serve at the national convention and each such delegate shall 
receive his travel and subsistence pay in conformity with the standardized 
Government travel regulations. 


AUTHORITY OF DAIRY PRODUCERS 


Sec. 6. (a) If, in carrying out any program which has become effective under 
section 5, it shall be necessary for dairy producers through their duly elected 
officials to have authority to impose on all producers marketing assessments or 
fees for the purpose of enabling the producers to stabilize prices of milk and 
milk products, such fees or assessments are hereby authorized and shall be 
deducted by milk handlers from payments made to the dairy producers. 

(b) No program shall become effective which provides for marketing allot- 
ments or controls unless and until the terms and conditions of such allotments 
or controls are explicitly approved by a majority of dairy producers in a national 
referendum. 

COMMODITY CREDIT CORPORATION 


Sec. 7. (a) While a program adopted under this Act is in effect, the Commodity 
Credit Corporation, notwithstanding section 201 of the Agricultural Act of 1949, 
may not support the price of whole milk, butterfat, or the products of such 
commodities. 

(b) During each of the first two fiscal years in which a program adopted 
under this Act is in effect, the Commodity Credit Corporation shall loan to the 
dairy producers such sums, not in excess of $200,000,000 in each year, as the 
elected officials of the dairy producers estimate will be needed for working 
capital. The sums so loaned shall be repaid, with interest at a rate to be deter- 
mined by the Secretary of Agriculture but not less than the cost of money to 
the Commodity Credit Corporation for a comparable period. 

(c) During the time a program adopted under this Act is in effect, the Com- 
modity Credit Corporation, notwithstanding section 407 of the Agricultural Act 
of 1949, may not sell any milk products in its stocks within the United States. 


LAWFUL PRICES 


Sec. 8. In the event a program adopted under this Act provides for establishing 
price levels paid to dairy producers for their milk, the prices shall be considered 
lawful if they do not exceed levels which will result in an adequate, balanced, and 
orderly flow of milk and milk products to the market at fair, equitable, and 
stabilized prices, determined as provided in section 12. 


FEDERAL MILK COMMISSION 


Sec. 9. (a) There is hereby established as an independent agency in the execu- 
tive branch of the Government an agency to be known as the Federal Milk 
Commission which shall be composed of five members appointed by the President, 
by and with the advice and consent of the Senate. The President shall desig- 
nate one of the members to act as Chairman. Not more than three members 
of the Commission shall be members of the same political party. 

(b) The terms of office of members of the Commission shall be five years, 
except that— 
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(1) any member appointed to fill a vacaney occurring prior to the expira- 
tion of the term for which his predecessor was appointed shall be appointed 
for the remainder of such term, and 

(2) the terms of office of the members first taking office shall expire, as 
designated by the President at the time of appointment, one at the end 
of one year, one at the end of two years, one at the end of three years, and 
one at the end of four years, after the date of their appointment. Any 
member of the Commission may be removed by the President for inefficiency, 
neglect of duty, or malfeasance in office. 

(c) Kach member of the Commission (other than the Chairman) shall receive 
compensation at the rate of $20,000 per annum; and the Chairman shall receive 
compensation at the rate of $20,500 per annum. 

(d) The principal office of the Commission shall be in the District of Columbia, 
but the Commission or any duly authorized representative may exercise any or 
all of its powers in any place. The Commission shall hold such meetings, con- 
duct such hearings, and receive such reports as may be necessary to enable 
it to carry out the provisions of this Act. ‘Three members of the Commission 
shall constitute a quorum thereof. 

(e) The Commission shall have authority, subject to the provisions of the 
civil-service laws and the Classification Act of 1949, to appoint and fix the 
compensation of such officers and employees as are necessary in the exercise 
of its functions. 

PRICE SCHEDULES 


Sec. 10. (a) Under such rules and regulations as the Commission shall pre- 
scribe, the elected officials of the dairy producers shall file with the Commis- 
sion, within such time and in such form as the Commission may designate, and 
shall keep open for public inspection, schedules showing the lawful prices at 
which milk and milk products are to be established under the program adopted 
under this Act. 

(b) Unless the Commission otherwise orders, no change shall be made by the 
dairy producers in the level at which the price of milk or any milk product is 
to be established, except after thirty days’ notice to the Commission and to the 
public. Such notice shall be given by filing with the Commission and keeping 
open for public inspection new schedules plainly stating such new prices. The 
Commission, for good cause shown, may allow such changes to take effect with- 
out requiring the thirty days’ notice herein provided for by an order specifying 
the changes to be made and the time when they shall take effect. 

(c) Whenever any such schedule of new prices is filed, the Commission shall 
have authority, without formal pleading, but upon reasonable notice, to enter 
upon a hearing concerning the lawfulness of such price; and, pending such hear- 
ing and decision thereon, the Commission may suspend, but not for a longer 
period than five months beyond the time when the new schedule would other- 
wise go into effect; and after full hearings, either completed before or after the 
new price has gone into effect, the Commission may make such orders with 
reference thereto as would be proper in a proceeding initiated after it had 
become effective. 

(d) At any hearing involving an increase in prices, the burden of proof to 
show that the higher prices are not unlawful shall be upon the elected officials 
of the dairy producers. 

UNLAWFUL PRICES 


Sec. 11. Whenever the Commission, after a hearing had upon its own motion, 
finds that the price theretofore established and in effect is unlawful, the Com- 
mission shall determine the highest level of price which would be lawful and 
shall establish the same by order. 


DETERMINATION OF LAWFUL PRICES 


Sec. 12. (a) In determining whether a price is lawful, the Commission shall 
ascertain the price which will return the cost of production, determined as pro- 
vided in subsection (b), plus a reasonable profit. 

(b) The cost of production shall be determined on the basis of an audited 
cost accounting survey of the actual production costs of at least one hundred 
dairy herds in each region established by the Secretary under section 4, selected 
according to accepted statistical methods to represent a reasonably adequate 
sumple of class I and nonclass I producers. In determining such costs 
(1) all costs of production on the farm shall be considered which are 
properly assignable to milk production, 
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(2) farm-grown feed shall be assigned to a cost of not less than 85 per 
centum of the wholesale market price of such feed in the areas, 

(8) hired and family labor shall be ussigned a cost computed on the 
basis of wage rates for comparable work in milk manufacturing and process- 
ing plants in the area. 

(c) The reasonable profit referred to in subsection (a) shall be a return to 
dairy producers on invested capital equal to the average return on the net worth 
earned by milk manufacturers and handlers during the preceding fiscal year. 

(d) The Commission is further authorized to make audited cost accounting 
surveys of production costs experienced by colleges and universities in handling 
test herds in each of the regions established by the Secretary under section 4, 
such surveys to make due allowances for per cow production of test herds com- 
pared to national per cow production averages. 


INVESTIGATIONS BY COMMISSION 


Sec. 18. (a) The Commission may investigate any facts, conditions, practices, 
or matters which it may find necessary or proper in order to enable it to carry 
out it duties under this Act. 

(b) For the purpose of any investigation or any other proceeding under this 
Act, any member of the Commission, or any officer designated by it, is em- 
powered to administer oaths and affirmations, subpena witnesses, compel their 
attendance, take evidence, and require the production of any books, papers, 
correspondence, memoranda, contracts, agreements, or other records which the 
Commission finds relevant or material to the inquiry. Such attendance of wit- 
nesses and the production of any such records may be required from any place 
in the United States or at any designated place of hearing. Witnesses sum- 
moned by the Commission to appear before it Shall be paid the same fees and 
mileage that are paid witnesses in the courts of the United Sates. 

(ce) In ease of contumacy by, or refusal to obey a subpena issued to, any 
person, the Commission may invoke the aid of any court of the United States 
within the jurisdiction of which such investigation or proceeding is carried on, 
or where such person resides or carries on business in requiring the atrendance 
and testimony of witnesses and the production of books, papers, correspondence, 
memoranda, contracts, agreements, and other records. Such court may issue 
an order requiring such person to appear before the Commission or member 
or officer designated by the Commission, there to produce records, if so ordered, 
or to give testimony touching the matter under investigation or in question ; and 
any failure to obey such order of the court may be punished by such court as 
a contempt thereof. All process in any such case may be served in the judicial 
district whereof such person is an inhabitant or wherever he may be found or 
may be doing business. Any person W ho willfully shall fail or refuse to attend 
and testify or to answer any lawful inquiry or to produce books, papers, corre- 
spondence, memoranda, contracts, agreements, or other records, if in his or its 
power so to do, in obedience to the subpena of the Commission, shall be guilty 
of a misdemeanor and upon conviction shall be subject to a fine of not more 
than $1,000 or to imprisonment for a term of not more than one year, or both. 

(d) The testimony of any witness may be taken at the instance of a party, 
in any proceeding or investigation pending before the Commission, by deposition 
at any time after the proceeding is at issue. The Commission may also order tes- 
timony to be taken by deposition in any proceeding or investigation. Such de- 
positions may be taken before any person authorized to administer oaths not 
being of counsel or attorney to either of the parties, nor interested in the pro- 
ceeding or investigation. Any person may be compelled to appear and depose, 
and to produce documentary evidence, in the same manner as withesses may be 
compelled to appear and testify and produce documentary evidence before the 
Commission, as hereinbefore provided Such testimony shall be reduced to writ- 
ing by the person taking deposition, or under his direction, and shall, after it 
has been reduced to writing, be subscribed by the deponent. 

(e) Witnesses whose depositions are taken as authorized by this Act, and 
the person or officer taking the same, shall be entitled to the same fees as are 
paid for like services in the courts of the United States 


RULES OF PROCEDURI 
Sec. 14. All hearings, investigations, and proceedings under this Act shall be 


soverned by rules of practice and prov edure to be adopted by the Commission, 
and in the conduct thereof the technical rules of evidence need not be applied. 
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No informality in any hearing, investigation, or proceeding or in the manner of 
taking testimony shall invalidate any order, decision, rule, or regulation issued 
under the authority of this Act. 


JUDICIAL REVIEW 


Sec. 15. Any person affected by an order issued by the Commission in a pro- 
ceeding under this Act may obtain a review of such order in the United States 
Court of Appeals for the District of Columbia by filing in such court, within 
sixty days after the order of the Commission, a written petition praying that 
the order of the Commission be modified or set aside in whole or in part. A copy 
of such petition shall forthwith be served upon any member of the Commission 
and thereupon the Commission shall certify and file with the court a transcript 
of the record upon which the order complained of was entered. Upon the filing 
of such transcript such court shall have exclusive jurisdiction to affirm, modify, 
or set aside such order in whole or in part. No objection to the order of the 
Commission shall be considered by the court unless such objection shall have 
been urged before the Commission in the application for rehearing unless there 
is reasonable ground for failure so to do. The finding of the Commission as to 
the facts, if supported by substantial evidence, shall be conclusive. If any party 
shall apply to the court for leave to adduce additional evidence, and shall show 
to the satisfaction of the court that such additional evidence is material and 
that there were reasonable grounds for failure to adduce such evidence in the 
proceedings before the Commission, the court may order such additional evi- 
dence to be taken before the Commission and to be adduced upon the hearing 
in such manner and upon such terms and conditions as to the court may seem 
proper. The Commission may modify its findings as to the facts by reason of the 
additional evidence so taken, and it shall file with the court such modified or 
new findings, which if supported by substantial evidence, shall be conclusive, 
and its recommendation, if any, for the modification or setting aside of the orig- 
inal order. The judgment and decree of the court, affirming, modifying, or set- 
ting aside, in whole or in part, any such order of the Commission, shall be final, 
subject to review by the Supreme Court of the United States upon certiorari or 
certification as provided in section 1254 of the United States Code, as amended 
(U.S. C., title 28, secs. 346 and 347). 

Sec. 16. There are hereby authorized to be appropriated, out of any money in 
the Treasury not otherwise appropriated, such sums as may be necessary to 
earry out the purposes of this Act, not to exceed $5,000,000. 


Mr. Asernetuy. The organizations testifying this morning are 
the National Grange and the Milk Producers Federation. 
Gentlemen, we are happy to have you. 


STATEMENT OF E. M. NORTON, SECRETARY, NATIONAL MILK 
PRODUCERS FEDERATION, ACCOMPANIED BY PATRICK HEALY, 
ASSISTANT SECRETARY, NATIONAL MILK PRODUCERS FEDERA- 
TION; STANLEY BENHAM, PRESIDENT, DAIRYMEN’S LEAGUE, 
NEW YORK; WILLIAM C. ECKLES, GENERAL MANAGER, PURE 
MILK PRODUCERS COOPERATIVE, FOND DU LAC, WIS.; AND 
LINLEY JUERS, WISCONSIN COUNCIL OF AGRICULTURE COOPERA- 
TIVES, MADISON, WIS. 


Mr. Norton. Mr. Chairman, if I may, I would like to introduce 
the people with me at the table here. 

This is Mr. Healy, Mr. Stanley Benham, Mr. William C. Eckles, 
and Dr. Linley Juers. 

Now they will identify themselves as they come on. 

What we had pl: unned to do, Mr. Chairman, with your approval, 
is request your permission, in my case, for instance, to file our formal 
statement, and then I will make just a brief one, and each one of 
these gentlemen will say a few words. We hope not to take more 
than a half hour. 
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Mr. Asernetuy. This is a very comprehensive piece of legislation 
and it is rather controversial. I am just wondering if you should 
limit yourself to 30 minutes ? 

Mr. Norton. That I think would be up to the committee, sir. If 
there are questions, we would rather approach the thing from those 
things that are in question in your minds. We will do it either way, 
however. 

Mr. ApernetHy. You proceed as you like. 

Mr. Norton. Mr. Benham is chairman of the National Milk Pro- 
ducers Federation self-help committee. He is also a member of the 
National Grange committee, who helped draft this legislation, and 
he is president of Dairymen’s League Cooperative Association of 
New York City. 

Mr. W. C. Eckles, general manager of the Pure Milk Producers 
Cooperative of Fond du Lac, Wis., and Dr. Linley Juers, who is the 
dairy specialist for the Wisconsin Cooperatives. Dr. Juers has asked 
to speak because a later witness will indicate that many cooperatives, 
or at least some in Wisconsin, do not favor this measure. We do not 
indicate to anyone on this committee that the handlers of dairy 
products, that is, private corporations, et cetera, favor this bill. 
This is a dairy farmer cooperative bill and certainly will be opposed 
by most others. Dr. Juers represents 80 percent of cooperative milk 
volume in Wisconsin. We are speaking for those in our membership 
in Wisconsin, however, and Dr. Juers will speak for the balance. 

I would be less than frank, if I told you there was no opposition 
m our group. Our bylaws provide for notice of opposition to any 
single position and we have been notified by New England Milk Pro- 
ducers Association of Boston, Mass., and Mutual Federation of Inde- 

endent Cooperatives of Syracuse, N. Y., that they are opposed to this 
egislation. Other than that, we have heard only of approval from our 
other members. The inaccurate dairy press reported opposition from 
one of our larger members, Land O’Lakes Creameries. May I insert 
in the record a public statement by Land O’Lakes Creameries on 
this subject which states in part— 

In a number of places this has been interpreted that Land O’Lakes is chang- 
ing its stand regarding a self-help program. This is not the case. Land 
O’Lakes believes that the self-help program presented by the National Milk 
Producers Federation comes the closest to meeting the needs of the dairy 
farmer for a price-support program of any proposed other than the present 
program. 

All we are now or have ever asked is that the dairy farmer be given 
the right to vote on this self-help legislation and the present program. 

I would like now to turn over the testimony to Mr. Benham. 

Mr. Brennan. I come here as a dairy farmer and as president of 
the Dairymen’s League Cooperative Association to urge that this 
committee give favorable consideration to the bill that is up for dis- 
cussion today in the hopes that in due course of time it might be 
enacted into the law so that the dairy farmers of this Nation can 
have the opportunity to decide through balloting whether they wish 
to try this program as a means of improving our economic position, 
or whether the majority wish to continue with the programs that 
are presently in effect. 

I would call your attention to the fact that this plan as proposed 
in H. R. 10048 was developed by dairy producers. It was developed 
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originally within the National Milk Producers Federation in re- 
sponse to a statement made by the Secretary of Agriculture on March 
23, 1953, and I will read that statement, and I quote the Secretary: 


There is no overall surplus of dairy products. Actually there exists a great 
shortage of milk to meet our full needs. 

Mr. Asernetiy. When was that? 

Mr. Benuam. March 23. 1953. 

We cannot escape this fact. What we have is a lack of adjustment to the 
markets—so that not all of the butter, cheese, and dried milk is being con- 
sumed. If the adjustments are made and milk and milk products are backed 
by the selling that their merits justify the surplus problem will be gone. 

The most difficult decision which I have faced in the first weeks of my 
administration was that of dairy price supports for the year starting April 1. 
When I announced the decision on February 27, I said, “Dairy farmers and 
dairy industry leadership have a major challenge. We believe they will put 
the dairy business on a more Solid basis—with a minimum dependence on price 
supports. They have asked for time—we have agreed.” 

Mr. Asernetuy. Would you suspend just a moment ? 

Of the record. 

( Discussion off the record. ) 

Mr. Benuam. I am quoting the Secretary of Agriculture, starting 
at the bottom of page 2 and continuing on page 3. Lam now on p: ge 
3, the second paragraph, continuing to quote from the Secretary’s 
statement. 

Mr. Asernetuy. Mr. Norton, is there a statement you wish to go 
in the record with the statement you made a moment ago. 

Mr. Norron. Yes. It is the statement with my name on it, which 
is before the chairman right now. 

Mr. Asernetuy. Is that what he is reading from ¢ 

Mr. Norron. That is what he is reading from. 

Mr. Apernatny. All right. This statement will go in the record 
in its entirety at the conclusion of your testimony, from which he is 
now reading. 

All right, proceed. 

Mr. Benuam (reading) : 

When I announced the decision on February 27, I said, “Dairy farmers and 
dairy industry leadership have a major challenge. We believe they will put 
the dairy business on a more solid basis—with a minimum dependence on price 
supports. They have asked for time—we have agreed. Now we will all pitch 
in to get the job done.” 

That is where we stand today. We must not fail. God grant us the vision 
and courage to turn dairy problems into opportunities. It can and must be done 
without delay. 

Mr. Anernetuy. Was that statement made incidental to a proposed 
reduction in price supports at that time? 

Mr. Norton. No; it was made in connection with leaving the price 
supports at 90 percent of parity. 

Mr. Apernetuy. I see, 

Mr. Jonnson. They were left for the year of 1953 at 90. 

Mr. Norron. Ninety percent of parity, and this was the statement 
that accompanied that announcement. And the 1 year 90 percent 
was given to give time to the dairy industry to produce a satisfactory 
piece of legislation along these lines. 

Mr. Apernerny. I see. All right. 
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Mr. Bennam. And it was in response to the Secretary’s request 
that the National Milk Producing Federation developed what became 
known as the self-help program. 

Mr. sean. All right. 

Mr. Benuam. I did not actively participate in that development, 
although, our organization, of course, is a member of the federation. 

About, oh, perhaps 2 years ago I received an invitation from Her- 
schel Newsom, master of the National Grange, to participate on a 
committee that he was setting up for the purpose of studying the na- 
tional dairy problems and in hopes that they could make recommenda- 
tions to the Grange as to how those problems could best be met 

And in order that you may perhaps better understand why I ap- 
pear here today in support of this bill, I would give you a few of the 
reasons why I accepted that invitation. 

As a dairy farmer who markets an access of half a million pounds 
of milk a day, and as president and chief administrative person in a 
dairy cooperative, whose members produce more than 3 billion pounds 
of milk a day, I have suflicient opportunities to oce upy my time with- 
out taking on additional responsibilities. 

Mr. Jonnson. How many thousand pounds of milk did you say 
you market a day / 

Mr. Bennam. I quoted a year. That would sound like _— a S1Z- 
able dairy, wouldn't it. Possibly I misspoke. If I did, I apologize. 

I was convinced at that time, as I still am, that the dairy f: rmers 
of this country, and all farmers for that matter, are desperately in 
need of a procedure through which we can become more effective ‘+ 
geiners in the market places. 

Industry and labor are agriculture’s major competitors for the 
dollars that are spent in the market places of this country, and 
agriculture is failing to obtain its respective share largely because 
our competitors, industry and labor, have developed more effective 
methods of getting their share of the dollars. 

It seems to be a generally accepted fact that price fixing is com- 
monplace in industry, and so is production control, and I believe that 
those two prince iples, the use of those prine iples has made it possible 
for industry to maintain the firmer price structure and probably better 
profits than they could have had their selling pricing been done in a 
freely competitive manner and had the industrial plants of this coun- 
try been run to capacity at all times. 

‘Collective bargaining has been, and is being, and I expect will con- 
tinue ot be, used most effectively by labor, as well as production con- 
trol. That is resulting in the employed persons in this country 
receiving a substantially greater income for their product, their |: ibor, 
than they would have been able to obtain had they bargained indi- 
vidually or as a group with their employers for wages and working 
conditions. 

Now normally we do not think of production control as associated 
with labor, but certainly the continual reduction in the number of 
hours people work as we have introduced mechanical means of im- 
proving a man’s productive capacity is very definitely production 
control. 

I expect that if the working people of this country were free to 
work as many hours as they might wish to work if they could find 
someone to pay them for it, if those conditions existed, I suspect we 
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would have a surplus of labor that would make our agriculture sur- 
plus look like a pocket full of peanuts. But agriculture has not been 
able to, or at least has not kept up with this competition in effectively 
retaining returns from the marketplace. And that is not entirely an 
indictment of agriculture. Price fixing, for instance, has been im- 
practical, impossible in agriculture, due to the fact that the manage- 
ment of agriculture is in the hands of some few millions of indi- 
vidual operators as compared with probably a few hundred in the 
industrial field. In fact, I can think of one or more rather important 
industrial fields where a major portion of the product is directly 
under the control of no more corporations than you can count on the 
fingers of one hand. 

New this gradual slipping of agriculture in its bargaining power in 
the marketplaces has been recognized as illustrated by the various 
Government-administered and largely Government-financed pro- 
grams that have been undertaken during the past 20 or 30 years to 
the benefit of agriculture. Many of them are still in effect, and I 
would say that I believe that on the whole they have been beneficial 
to agriculture. It appears that we have reached a point now where 
people are generally, some of them for one reason and some for an- 
other, are in agreement that the programs that we are presently using 
are inadequate to meet the current needs of agriculture and will be 
found so in the future. 

Now when the people on our farms turned from horsepower to 
gasoline power, they soon discovered that those early tractors that 
they purchased did not meet all the needs that existed on their farms. 
And when that was observed, our farm people immediately set about 
searching for a means to improve this tractor with whic h they had 
replaced their former methods of obtaining power to carry on their 
farming operations. 

And the people who built tractors through the years have ever been 
studying as to how to improve that equipment and all other kinds of 
farm equipment; until it has become quite adequate to the needs. 
That is the normal American spirit. We are never content with what 
we have, we never think about going back to doing things the way we 
used to do them before we found some method that was a little more 
effective. We are always looking forward for something that will 
answer our needs better. That is not only the spirit of farm people, 
it is the American spirit, the thing that has made this country great. 

Yet today I observe that, as it is being conceded that our present 
programs are not entirely adequate there are some people who are 
proposing that we dise: ard them, that we go back to the methods that 
were in use, marketing methods that were - use 50 years ago before 
our competitors, industry, and labor had «¢ leveloped such effective, 
possibly not as gentlemanly, but certainly very effective methods of 
promoting their interests. 

And to me that seems comparable to giving a man a fleet of model 
T trucks and sending him out in competition with these bigger box- 
cars that are roaring over our roads today. 

Those days are gone, they are not coming back. 

Agriculture is in need of a method of becoming competitive under 
present-day conditions, That is the reason I was only too willing 
to work with this committee that Mr. Newsom set up. And that 
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committee was in session, as I recall, 7 or 8 different times here in 
Washington, 2 full days at each session. We called in and interviewed 
and obtained information and ideas from many people outside of the 
committee members themselves. We took a look at the current pro- 
grams, and along with most of the other people of the country, we 
agreed that they are not proving adequate, and it is not likely that 
they are going to prove adequate to the needs of agriculture. We 
took a look at what I usu: ally speak of as the Brannan plan, because 
Secretary Brannon was the first public official to advance it, and I 
am sure you are all aware of what I am talking about. 

We felt that that in the long run was not a satisfactory solution pri- 

marily because it would, in our opinion, produce such a drain on the 
Treasury that the taxpayers in time would refuse to continue to 
support it. 

We took a look at the proposals to abandon all our programs and 
go back to free marketing where the law of supply and pe ind held 
full swing and came to the conclusion that method of marketing 
probably ‘should be hung on the rafters alongside the grain cradles 
and grass scythe that our farmers have abandoned and hung up 
where they can look at them once in a while and reminisce—but not 
to get any closer to them than that. 

We took a long look at our dairy cooperatives, and we came to 
the conclusion that if practically all the dairy farmers in the Nation 
were to become members of and actually support dairy cooperatives, 
and the leadership of those cooper atives, a large portion of the lead- 
ership was to recognize and act upon the recognition that these 
cooperative organiz: itions have to be united into larger units, or into 
tight feder: ations of some kind, so as to be of a size ‘and effectiveness 
to compete in the field of giants that we find ourselves associated 
with when we go into the market places—that if those things happen, 
the problems of the dairy farmer, and perhaps other farmers of 
this country, would be handled by our dairy cooperatives very 
effectively. 

Reluctantly, we came to the conclusion that those things were not 
going to happen soon enough, that the great masses of dairy farmers 
were not going to join cooperatives in sufficient numbers, and the unit- 
ing of these ¥ various organizations, smaller organizé itions into the big 
effective units that we need, would not come quickly. 

So we had to look elsewhere. And in our looking, possibly without 
recognizing it, that at that time I think the question came to our 
minds: Why not use the self-rule system that has been so successful, 
has been used so successfully in our Nation, self-government, why not 
apply it within an industry. 

Now I assume that it would require a large book to completely 
cover the definitions of “self-government.” Maybe in a sentence or 
two I could express my ideas that self-government is a system of gov- 
ernment wherein the individual, each individual has ‘equal oppor- 
tunity to express his opinions and his views and his desires, and the 

majority opinion rules, and with the central body of men selected by 
the people given the authority to help make the wishes of the majority 
effective. 

So, why not look for a program for the dairy industry that em- 
bodies the principles of self-government that we have used quite ef- 
fectively in our cooperatives, ‘combined with enough of the authority 
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of the Federal Government, the only place you can find that sort of 
authority, so that such a program could be administered effec tively, 
so that it could not be ruined or seriously crippled, by a minority of 
percent, 

Having reached that conclusion, the committee looked about, and 
we took a look at the milk producer's federation self-help program 
and decided that that embodied such principles. 

And at the end of our sessions the Grange committee unanimously 
recommended to the National Grange that they adopt and support 
the self-help program as developed by the National Milk Producers 
Federation, providing that the federation would accept one of the 
amendments that we felt was essential to the program if it was to 
have an opportunity to work successfully. Briefly, that was the 
marketing quota provision that is contained in this bill. 

The de legates at the annual meeting of the federation accepted that 
amendment, and later, the National Grange adopted the program as 
amended, and that is what we have before us at this time. 

Now, I am certain that none of the people that worked on this pro- 
gram would be so foolish to believe that it is a perfected mechanism. 
We are looking in a new field. We are working under conditions 
that are diiferent than have been experienced in the past, and I ex- 
pect they are going to change even more rapidly in the future. And 
even as the first tractor or the first airplane was a rather crude 
mechanism, and had to be used and tried to discover its weaknesses, 
and the places which it could be improved before it could be perfected, 
{ would expect this program is the same. 

It can be very critically examined and many critical questions asked 
about it. I have not gone into the details myself. I think that, rather 
than for me or someone else to try to explain all the details—and I 
assume you people have read the bills—we could make better use of 
our time if we gave you opportunity to ask us questions. 

I hear it said that the program 1s too complic: ated for farmers to 
understand; I hear it said that it will be too difficult for administra- 
tion; I hear it said that it proposes to do things we never did be fore. 
During my 50 years—it has been, I would say, perhaps 50 years since 
I got large enough to observe a little of what was going on avaiae 
me—I do not. recall that I have ever seen the people of this country 
adopt a newer and better and more effective method of doing some- 
thing when that new method was not more complicated and more 
difficult to understand and more costly than the previous inethod of 
doing it. 

Yet when the American people see something that the y think can 
doa job for them better than the Way they are doing it, I have never 
seen them back away from it because it was a little more difficult to 
understand, a little more « omplic ated to operate. And if the day has 
come when we farm peop le, or Americans generally, are going to back 
away from a proposal because it is a little more complicated, because 
we cannot understand it quite as readily, then [ am afraid this Nation 
has reached the point where it has passed its zenith and is going back- 
ward. 

And I believe that this is based on sound principles, and that from 
it, building on that foundation, we can develop the program that will 
far better meet the needs of the dairy farmers for an efiective method, 


DAIRY PRODUCTS PRICE SUPPORT 458 


or a more effective method, of meeting competition that we find when 
we go into our market places. 

Now I have talked, I guess, pretty much from a philosophical view- 
point, and I would now give some of the other gentlemen here an 
opportunity to express their opinion. And I am certain before we are 
through you people will ask us some practical questions, and I am 
quite confident that between the group we can give you satisfactory 
answers. 

Thank you. 

Mr. Asernetuy. I would like to say that I certainly hope someone 
will talk about this bill for a while this morning. Now, 1 do not mean 
to be critical. I appreciate what you have to say, but I think we are 
going to have to make a record here on what is in this bill, and time 
is getting short. As far as I am concerned, I do not want to confine 
it to questions from me. 

But I want to know what you people have to say about this bill, 
the 42 pages of this bill. I think someone ought to take it up section 
by section and tell us something about it. 

Mr. Norton. I will be glad to do that, Mr. Chairman. 

We will start on page 5 of the t testimony, starting with the para- 
graph beginning “The proposed legislation * * *” 

Mr. Aperneruy. Just a minute, Mr. Medien: Is that in your 
statement ¢ 

Mr. Norton. That is my statement, page 5. 

Mr. Asernetiy. All right, go ahead. 

Mr. Norron. The Stabilization Board would consist of 15 dairy- 
men appointed by the President of the United States from 3 nominees 
selected by milk producers for each of 15 Federal dairy districts. A 
dairy advisory committee of 12 nonproducers would be appoin ited by 
the Secretary of Agriculture to consult with the Stabilization Boat rd. 

The bill prese ‘ribes the guidelines for the effective operation of the 
program in the public interest. It establishes a criterion for deter- 
mining the price-support level that includes the assurance of an ade- 
quate supply of milk and dairy products for consumers, and a return 
to dairy farmers consistent with those of other segments of the 
economy. 

Mr. Anernetuy. Now is the time to start asking questions. Who 
determines the peste. support level / 

Mr. Norron. ‘The Board. 

Mr. Anernetuy. The Board. All right 

Mr. Norron. For its first year ot oper: ation, the support level would 
be preseribed by Congress. This determination set up in the law 
is nec essary to give the fai mers in etn a clear { ‘hol ce in 
making their initial decision for or against self-] 

Mr. Aserneruy. All right. Now, is there seatiiiie in this bill 
fixing the price supports for that first year? 

Mr. Norron. There is in the bill; yes, sir. 

Mr. Anernetuy. What does it fix it at? 

Mr. Norron. It fixes it at 90 percent of parity. 

Mr. Avernetuy. All right. 

Mr. Norron. In succeeding years it 

Mr. Anernetuy. Ninety percent is not very popular down the 
avenue ¢ 
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Mr. Norton. No; I understand that. 

Mr. Tewes. Are you absolutely committed to 90 percent ? 

Mr. Norton. No; we are not committed to 90 percent of parity, 
We wrote the bill initially, and we think it is the wisdom of this 
committee and the Congress to determine at what level shall be the 
starting level. Let’s see if I understand. You say the 90 percent is 
not popular on the Hill ? 

Mr. Aznernetuy. It has some support up here, but it hasn’t enough. 

Mr. Norton. Would something less than 90 percent have some sup- 
port ? 

Mr. Asernetuy. I just pointed out that was a fence to hurdle at 
the very beginning. 

Mr. Norton. Let’s lower it, and then we do not have the fence. 

Mr. Asernetuy. All right, sir. 

Mr. Norton. In succeeding years the support-price level would be 
determined by the Stabilization Board. Of necessity, this decision 
would reflect the criteria outlined in the bill, but would be affected 
by production levels, levels of consumption, and by the cost of dis- 
posing of products accumulated. Further than that, there is protec- 
tion to the public in that the Secretary of Agriculture would be au- 
thorized to initiate proceedings against the Stabilization Board in 

case it unduly enhanced the price. 

This authority would be the same as that which the Secretary can 
now apply to cooperative associations under the Capper-Volstead 
Act. 

Mr. Jounson. Would you just explain at that point what the Secre- 
tary would do in the procedure that would be necessary ? 

Mr. Norton. File suit in the district court right here in Washing- 
ton, D. C., against the Stabilization Board. 

Mr. Jounson. What would happen to the price while this court 
action was going on ? 

Mr. Norton. The court could either suspend it through injunction 
proceedings or leave it to operate at the price the Board set. 

Mr. JoHnson. That is all. 

Mr. Norton. The self-help program would be operated in substan- 
tially the same manner as the present Government price-support 
program. Support levels for manufacturing milk and for butter, 
cheese and nonfat dry milk would be announced prior to April 1 of 
each year. 

The market would be stabilized through the purchase of butter, 
cheese, and nonfat dry milk in a manner similar to that now used 
by the Department of Agriculture. The disposal operations would 
be much the same as at pr esent. 

The significant differences between the Government program and 
the self-help program 

Mr. ApernetHuy. Mr. Norton, would you elaborate on that last 
sentence just a bit. The disposal operations would be much the same 
as at present? Now you have reference to the disposal of butter. 
cheese and nonfat dried milk through the Stabilization Board ? 

Mr. Norton. Yes, sir. 

Mr. Anernetuy. And how would they dispose of it, to be specific! 

Mr. Norton. They would dispose of it through relief agencies in 
the same manner that the Department does right now. They would 
dispose of it through export channels in much the same manner the 
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Department does now, plus investing their own money in the estab- 
lishment in deficit areas of dairy recombining plants, for instance, 
butter production i in other cases, or butter sales in other cases, much 
the same as is done now. 

Mr. AsernetHy. All right. In other words, when these commodi- 
ties come in, are taken into the program, shall I say, they are actually 
assets of the Board ? 

Mr. Norton. That is correct. 

Mr. Apernetuy. All right, sir. 

Mr. JoHnson. Just one question. We find yesterday in talking 
with the Commodity Credit Corporation that the Secretary of State’s 
office has a pipeline into the Department of Agriculture telling what 
they can do and what they cannot do. Now how is this committee 
going to work with the Sec retary of State ? 

Mr. Hrary. Mr. Johnson I ‘worked in the Department of Agri- 
culture and did a lot of disposal work down there—and pretty gen- 
erally the problem in foreign disposal is for one department to take 
the first step. Now the Department of Agriculture would not take 
the first step to go into a market, or to put food into a market where 
it was needed for fear of what the Secretary of State would do. 

Now we think when an independent board, operating with their 
own money, which wanted to put commodities into these markets, or 
to develop markets, the Department of State would be just as re- 
luctant to take the first steps to stop them. 

Mr. Jounson. We were having them up to the Agriculture Com- 
mittee regarding the way the Dutch are taking away the Philippines’ 
condensed milk market. Now, the only answer to us was they just 
about have to let them take them, there is nothing they can do about 
it—there is nothing they are going to do about it. 

Mr. Norron. That is one of the points in the self-help bill that 
would correct this situation, Mr. Johnson. We do not agree that it 
is proper for New Zealand to subsidize their export and that it is 
improper for us to do it. This bill would permit a lower price for 
exports. 

Mr. Jounson. I agree with that. 

Mr. Norron. If we want to compete at a figure, a number, 9, 7, 8, 
then we must compete that way on the world market, too. The meth- 
od of doing it will have to be much the same in the case of either 
country. 

Mr. Jonnson. That is all. 

Mr. Norton. And, by the way, New Zealand operates their dairy 
export business and domestic business in much the same manner as 
we are advocating here. 

Mr. Trewes. May I interrupt, Mr. Norton? 

Mr. Norron. Yes. 

Mr. Tewers. Can you tell me whether you specifically, or others 
who have been associated with the authorship and creation of this 
legislation, have had any unofficial indications from the State Depart- 
ment in your conferences that they might find this problem a great 
deal simpler if it were a voluntary, private board than when it is a 
Government agency such as the Department of Agriculture? Haven’t 
there been some indications that they would look more kindly on dis- 
posals under those circumstances ? 
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Mr. Norton. We have from our foreign friendly countries. But 
we have not found that to be true—I should not say that we have not 
found it to be true, I do not think we have explored it to the extent we 
could answer the question about our own State Department. But 
our friendly foreign governments have indicated unofficially to us 
that this would be an easier method for them to operate under than 
the present method. 

Mr. 'Tewes. You do not yourself know of any indications from the 
State Department, then, that they would find it less complicating from 
the standpoint of foreign affairs to have dispositions made by a board 
such as this Stabilization Board, than by the Department of Agri- 
culture ¢ 

Mr. Norton. No; I have not. 

Mr. Tewes. I am not talking about the foreign countries, I am talk- 
ing about our own State Department. I think we can get for the 
record some indications that that might be true. 

a Norton. Tocontinue: 

In the self-help program the price criteria would be different 
a the dairy farmers would receive increased returns from the sale 
of milk and cream ; 

The self-help program would be financed by dairy farmers rather 
than n by the United States Government. Fees would be collected from 
dairy farmers by the first receiver. The collection from dairy plants 
will be made by the Internal Revenue Service which would turn over 
the money to the Stabilization Board. 

Mr. Asernetiy. Now, let me see if I understand that: When you 
say “fees,” you also use the word “assessments” in the bill, don’t you‘ 
Do they mean the same / 

Mr. Norron. They mean exactly the same. 

Mr. AnernetHuy. All right, now, the Board would fix certain assess- 
ments. What would the y base the assessments on ¢ 

Mr. Norron. It would be on the estimated milk production and con- 
sumption for the coming year. 

Mr. Anernetiry. And as I understand, each farmer would be given 
a quota / 

Mr. Norton. He would not be given a quota, sir, unless the fee would 
amount to over a quarter, 25 cents, a year, based upon the anticipated 
production for the coming year. In that instance, then, a quota plus 
a fee would be assessed against each farmer. 

Mr. AnernerHy. How would they determine the fee or assessment 
for a particular dairyman ‘ 

Mr. Norron. All farmers would be assessed 25 cents per hundred- 
weight of milk. Let’s assume that the milk production Was caleu- 
lated to exceed that which would result in a 25-cent fee. In other 
words, let’s say that, to take the surplus, it would be 40 cents—2 
cents under this bill is all you could possibly take, and a quota— 

Mr. Anernetuy. You mean per hundred / 

Mr. Norton. Per hundredweight. And a quota then would be in- 
stituted against the other overbase milk that would make up the excess 
production. 

Mr. Jonunson. One question there. I do not know whether we are 
at that point in the bill, but I think we are. In the bill you do not 
set up the quotas the first year. Wouldn’t you think it probably 
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would be necessary to set them up to the first year ; otherwise, what is 
going to happen with all that surplus milk coming in ¢ 

Mr. Heaty. In the first place, the fee, the amount of the fee, is 
determined by the amount of money it costs to remove the surplus. 
And we now have about a 6-percent surplus. We feel that it would 
be virtually err to crank up much more than that in 1 year 
at present prices, or at prices contemplated under this bill. We can 
remove from the nara all of that 6 billion pounds at—well, our 
figures are 23.47 cents. 

Mr. Anernetuy. What do you do with it when you remove it? 

Mr. Hearty. Then it goes into this disposal operation about which 
Mr. Norton spoke earlier. It would, Mr. Abernethy, be at least insu- 
lated from the market, the market would be insulated from it, which 
is different from the way we operate now. 

Mr. Anerneruy. Well, now, that is practically what they do now: 
is it not? They take over in processed form X quantity of milk, 
Commodity Credit does, sik 

Mr. Hearty. Yes, sir. 

Mr. Apernatuy. And dispose of it through these various pro- 
grams: and the Board would perform the same function ? 

Mr. Hearty. That is right. But they will perform them in a little 
bit different manner. In other words, they would not leave this sur 
plus hanging there to be bought and to be put back into commercial 
channels in this country, so that prices would be held at the support 
level as they have been since 1952. 

Mr. Anernetruy. In other words, this would be taken complete! 
out of commercial channels ¢ 

Mr. Heary. That is correct. 

Mr. Asernatruy. Now, where would the disposal market be? 

Mr. Hearty. Well, the clisposal market would be generally in milk 
deficit areas in the world. Also, there would be markets in normal 
milk-consuming areas. For instance, we knew here last month of 
the ability of this sone try to put some 20 million pounds of cheese 
into Great Britain; but the Department would not sell it for less than 
22 cents, and the market over there would only pay, I think, 17 cents, 
so it just never came into being. 

Mr. Asernetuy. All right, now, let’s say the Board found a market 
in Great Britain for X quantity of cheese. Does it have the author- 
ity to dispose of that cheese in Great Britain irre spective of the feel- 
ing of the Department of Agriculture, or the State Department, or the 
other people connected with Government ? 

Mr. Hearty. Well, it would have under this bill the authority to sell 
abroad ; yes, sir. 

Mr. Apernetity. What is the average production per year of the 
average dairy farm, how many hundred pounds? 

Mr. Hearty. Oh, maybe 300,000 pounds. 

Mr. Anernetuy. 300,000 pounds. Now, the Board would determine 
that that farmer could market through the normal channels of com- 
merce, we would say, 280,000 pounds, which would leave him a surplus 
of 20,000. Maybe my figures are exaggerated, I do not know. Now 
then it would assess that farmer how many dollars ? 

Mr. Hearty. Well, it would assess him a fee on the whole 300,000 
pounds. 
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Mr. Apernetuy. Of what amount, how would they determine it? 
Mr. Heatry. Let us assume that there would be, say, a 6-billion- 
pound surplus all over the country for the year, and that 25 cents a 
hundred could handle it. Then he would be assessed a fee of 25 cents 
a hundredweight for all of his 300,000 pounds. And that would be 
all that he would be assessed. 

Mr. Jounson. That is all he would be assessed during the first year. 

Mr. Asernetuy. Wait just a minute. That is $750 at 25 cents a 
hundred; is that right ? 

Mr. Heaty. Yes, sir. ; 

Mr. Asernetuy. Where is he going to get the money to pay it? 

Mr. Jounson. It comes out of his milk check. 

Mr. Aserneruy. What milk check ? 

Mr. Heatry. 300,000 pounds 

Mr. Anernetuy. You mean at the end of his marketing season to 
make the—— 

Mr. Heary. No, sir; as he sent each 100 pounds to market, the first 
buyer of the milk, the man who bought it from him would check off 
25 cents a hundred. 

Mr. Asernetuy. I see. It is not all paid in bulk. It is paid as 
he markets each day ? 

Mr. Norton. Let us take your specific case, Mr. Congressman. If 
he has 300,000 pounds, he has approximately 300 1,000-pound deliv- 
ery units, or ten 100-pound units each day that he is going to continue, 

Let us cut the year down to 300 days. So each day, let us assume 
the price of milk was $4 a hundredweight, each day he delivered milk 
he would get $4 for that delivery less $2.50. 

Mr. AserNetHy. Suppose he is a farmer with all of his milk going 
into a fluid milk market. He has a market day for 300,000 pounds 
of milk, he has no problem in his community. Is he assessed ? 

Mr. Norron. Yes, sir; exactly the same. The same number, the 
same figures. 

Mr. Apernetuy. All right, s 

Mr. Jounson. Now I want i go one point further. During the 
second year, though, his 20,000 pounds extra that he is producing— 
I am talking about the second year. During the first year, if I under- 
stand the bill right, there would be 25 cents on the whole 300,000 
pounds. But ducing the second year you would tax him on his sur- 
plus unless he cut his | production down to 200-—— 

Mr. Norton. No, sir. 

Mr. Jounson. What would he pay on that surplus? 

Mr. Hearty. Well, if we assume that the surplus during the second 
year would be more than could be bought for 25 cents a hundred— 
that is the assumption—— 

Mr. Jounson. Yes. 

Mr. Hearty. Then, as I say, there was a 5-percent surplus, then 95 
percent of his milk he would market at the market price minus a 
nominal fee which would be probably something less than 25 cents a 
hundred. Now the 5 percent of his milk he would market at the 
market price plus a heavier fee on the surplus designed to pay for its 
own removal. 

Mr. Asernetuy. May I ask another question? When these fees 
are collected, they go into what fund? 
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Mr. Heary. Well, actually the bill provides they are collected by 
the Internal Revenue Service, and the bill 

Mr. Asernetuy. Are they Federal funds? 

Mr. Heary. Are deposited, and the bill itself authorizes the appro- 
priation of an equal amount to the Board. 

In other words, they become available. 

Mr. Norron. Established in the funds, just the same as miscel- 
laneous receipt funds. 

Mr. AspeRNETHY. You mean it goes into the Federal Treasury ? 

Mr. Norton. That is correct, and are drawn on from the Board in 
payment of products purchased by the Board. 

Mr. AnerNetHy. Why do you carry that money through the Fed- 
eral Treasury? The Feder al Government has no interest in it. 

Mr. Hearty. The main reason is to insure its collection. 

Mr. Norton. I am not so sure the Government has no real direct 
interest in this money. The bill also provides that there will be an 
advance of $350 million. 

Mr. Anernetuy. Up to $350 million ? 

Mr. Norton. That is correct. That is repayable, and I think the 
Government has a very real interest in this money and should 

Mr. Anerneruy. What I am getting at eventu: uly is, let’s say there 
is no indebtedness by the Board to the ( ‘ommodity Credit Corpora- 
tion for any part of that $350 million in borrowing power. The In- 
ternal Revenue Service collects the money. I presume it would be 
paid by the purchaser of the milk and the checkoff delivered to Inter- 
nal “ong yas. just as they collect social security # 

Mr. Norron. That is correct. 

Mr. Azernerny. It is then converted into the Treasury and 
appropriated by the next Congress to the Board. 

Now what does the Board do with the money ¢ 

Mr. Hearty. Well, the Board uses the money to buy this surplus off 
the market. That is the only reason it needs it. 

Mr. Apernetuy. Can they buy it for 25 cents a hundred ? 

Mr. Heary. Yes, sir, providing surplus is no more than 6 percent. 

Mr. AperNnetny. I see. 

Mr. Hearty. You see, there is about 1138 billion pounds of milk upon 
which this fee would be collected, and only 6 billion pounds upon 
which would be spent—— 

Mr. Anernetuy. It is contemplated then the 25 percent per hundred 
on Farmer Jones’ entire marketing, entire output of 300,000 pounds 
would be sufficient to purchase off the market his portion of the sur- 
plus ? 

Mr. Heary. That is correct. 

Mr. Anernetuy. I see. Then when they purchase it, the cheese or 
whatever it is, it then becomes the property of the Stabilization 
Board—— 

Mr. Heatry. Stabilization Board. 

Mr. Asernetuy. Which has full authority to dispose of the assets, 
of the commodities in channels which will not be in competition with 
the usual commerce ? 

Mr. Heary. That is correct. 

Mr. Anernetuy. I am straightened out. Go ahead. 
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Mr. Wi1aMs. Mr. Norton, do I understand that under this leg- 
islation, if it is approved, that every producer of milk in the United 
States, irrespective of where he markets the milk or what he gets for 
it, is assessed 25 cents a hundred ? 

Mr. Norron. That is correct. 

Mr. Wituiams. Every producer? 

Mr. Norron. Every producer. 

Mr. WitxiAMs. Large or small. 

Mr. Norron. Sells commercially. Now if he is milking a cow for 
his own home use and does not go through a second sales processor, or 
a cooperative, then, of course, there is no way to assess him. 

Mr, Witt1aMs. Well, this procedure here, he can establish a market 
right out on his farm and sell it all right out there. 

‘Mr. Norron. He has to have a health permit, or a permit. 

Mr. WituiaMs. Justa permit? 

Mr. Norton. Now if he does, we have our finger on him. If he sells 
milk, we have our hands on him. 

Mr. Witu1aMs. That is possible under this legislation ? 

Mr. Norton. That is correct. 

Mr. Witur1ams. For a producer out there to produce quite a quantity 
of milk, establish a market right on his own farm. 

Mr. Norron. No; he cannot be exempt from it. I did not under- 
stand your question. Are you saying that this bill would make it 
possible for a man to set up a roadside stand and escape the 

Mr. WixtiaMs. You said there was some exceptions, whether all 
milk producers- 

Mr. Norton. No; I gave youthe only exception there is. 

Mr. Wittrams. What isthe exception / 

Mr. Norton. The exception is that a farmer keeps on the farm milk 
for his own use and does not market it in any way at all. 

Mr. WituiaMs. Just for his own use. 

Mr. Norton. Just for his own use. We cannot get to that milk 
at all. 

Mr. Witu1aMs. And that program continues for 1 year, and if it 
is found that these funds are not sufficient to buy the necessary sur- 
pluses, then this Board has the power and the authority to establish 
quotas—the producer, at the time of a council on a referendum, has two 
problems, the assessment of 25 cents a hundred and the possibility ofa 
quota. These are the two problems he is going to—— 

Mr. Norton. That is correct. 

Mr. WituraMs. To give consideration to in deciding his position 
on this referendum; is that right? 

But he has 1 year and he cannot withdraw at the end of that year 
once he signs up. If he decides he does not want to go on the quota, 
he has no choice ? 

Mr. Norton. That is correct; but it takes 10 percent of the producers 
to be in the same position to call for another referendum ? 

Mr. Witt1aMs. Only 10 percent ? 

Mr. Norton. Yes. 

Mr. WituraMs. That is all. 

Mr. Jounson. I think that is where one of the arguments in this 
legislation came, as to the cost of buying up the surplus. Your Grange 
claims it is going to cost so much, and other groups claim it is going 
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. . . 5 . 
think your position is sound that that is 


Mr. Norron. Let me tell you how we arrived at our figures, Con- 
gressman, and then if another group wants to take another assump- 
tion, there is not much we can do about that. 

We took the actual cost of removing the surplus that is incurred by 
the Department of Agriculture at the present time, and we have used 
those figures in calculating the cost that would apply to the Board. 
Now how anyone else can take a greater or lesser coo that that, I 
would not know. 

Mr. AperNeruy. Let me interrupt right there. But still that has 
not. brought the price of milk to the farmer at the level which you 
seek. In other words, you are assuming that the amount which the 
Department is now taking in through Commodity Credit would be 
the surplus, next year, the next, and the next, under this program. 
Now w “ would it, under this program, make the return to the pro- 
ducer any more than it does through the present program with the 
Government taking it off the market ‘itself ? 

Mr. Norton. W ell, assuming that our program and the Government 
program would be set at ex cactly the same dollar and cent level, at 
exactly the same percentage of parity, then, Congressman, there i is no 
use in us talking about this legislation because the farmer is better off 
taking a Government subsidy at the same exact dollars and cents level 
than he is to get into this. 

But we have presumed that under this legislation we could get the 
price to him higher. 

Mr. Asernetuy. That is what I am asking you. How would this 
get it to him higher? How would this bring him a higher price, by 
taking out of the market the same quantity of milk that the Federal 
Gover: nment is now taking out ? 

Mr. Norton. We would set the initial price-support level higher. 

Mr. Apernetuy. Who would set it ? 

Mr. Norton. The Board. In this first instance, the Congress would, 
the first year. 

Mr. AperNeTHy. The Secretary could veto that, couldn’t he, under 
this bill ? 

Mr. Norton. That is correct. 

Mr. Jounson. The argument seems to be that by raising the price 
higher though, you are going to have a bigger surplus to buy it; is 
that correct ¢ 

Mr. Norton. You are not going to have the first year, Congressman. 
Dairy farmers cannot turn a cow into a producer in a year. 

Mr. Jounson. No, but I mean, when you raise the price, say you 
raise the price of butter—what is it now, 56—— 

Mr. Norton. Say we raise it 2 cents, let’s put it back to where it was. 

Mr. aoe: Then you would not be getting 90 percent of parity ? 

Mr. Norton. Well, we have already decided we were going to lower 
that hurdle. 

Mr. Jonson. Well, I do not think we should, because maybe we 
will have it so the farmer is not getting any better deal than he is now. 
At 90 percent, your price of butter is going to be up in the sixties, 
isit not? And the question is, is there going to be more butter to buy 
up, or the same amount, and the same with ¢ heese ? 


to cost more. Now do you care to go into that any further? Do you 
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Mr. Norton. Well, let us see. The Government has reduced the 
price-support level from around $3.74 to $3.06. And I think if you 
will look at the accumulated surplus record of procurement in the 
Department each year, it has gone up. Further we do not assume 
that the price to farmers cannot go up. If the price of butter must 
always go down the present program will do that. 

Mr. Jounson. You are right. 

Mr. Norton. Now does it prove, therefore, that if we go back up it 
will reduce it? I think if you follow it down, it certainly would 
follow that they would buy less. I do not know, but that is what 
has happened. 

Mr. Anernetuy. May I go back to my illustration of 300,000 pounds, 

Mr. Norron. Yes, sir. 

Mr. Asernetuy. I sort of like that figure since you gave it to me. 
Let us see if I understand the mechanics of this thing. You determine 
that 6 oo of the output is surplus. He is taxed 25 cents a 
hundred on his 300,000 pounds, which comes to a total of $750. Six 
percent of 300,000 is what, 1,800, and that leaves him 288,200 pounds. 

Is that right. No, 298,200 pounds to be marketed. 

Mr. Norton. No. We assume under the 6 percent that the 300,000 
pounds could be completely marketed. 

Mr. Asernetuy. Well, wait a minute 

Mr. Norton. Are you trying to work yourself into a quota situation 
here? Isthat the problem ? 

Mr. Asernetuy. It would be 18,000 pounds. 

Mr. Norton. That is right. 

Mr. AserNeTHy. 18,000 pounds. Justa minute. That would leave 
him with 282,000 pounds, which along with the 282,000 pounds of every 
other farmer, the Board would assume would move through com- 
mercial channels. 

Mr. Hearty. That is right. 

Mr. Azernetuy. All right. Now he has paid $750 to market that 
282,000 pounds, and he is guaranteed a price support on the 282,000 
pounds of 90 percent of parity ; is that right. 

Mr. Norton. That is right. 

Well, he is guaranteed the 90 percent on his full production. 

Mr. Apernetity. How does he get it? I understood you were 
separating this thing from the price-support program. How does he 
get it? 

Mr. Heaty. In the first place, the Board would announce, just as 
CCC does, that it would buy all products offered to it at a certain level, 
that level being determined so it would return to the farmers a given 
support level for their milk, say 90 percent of parity. 

Mr. Anernetuy. All right. 

Mr. Norton. The farmer would be guaranteed, the national average 
farmer would be guaranteed $3.50 for his milk. Now if he- 

Mr. Anernetuy. All right, now, suppose he took it into X YZ, and 
he got $3.25. How does he get his other quarter? 

Mr. Norton. The same way he gets it now. 

Mr. Anernetuy. He gets it now by selling it to XYZ company. 

Mr. Norron. That is right. He would do exactly the same thing 
under this. 
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Mr. ApernetHy. Suppose XYZ company did not pay him that 
much ? 

Mr. Norton. Well, X YZ—we are talking about a national average 
here, and if X YZ were the national average purchaser, he would get 
that much, or the Board would have to raise the price of cheese and 
butter, and so forth, in order to force the company to pay that much. 

Mr. Anernetuy. As I understand, _ Board fixes the price, that is, 
what the consumer would have to pay ¢ 

Mr. Norton. The Board fixes the price it has to pay for the products, 
it has nothing to do with retail prices. 

Mr. Anerneruy. That is for manufacturing milk as well as for 
grade A? 

Mr. Norton. That is right. They fix a base price for manufactur- 
ing milk, through this purchase of product, such as is followed by 
CCC now. 

Mr. ABERNETHY. Suppose he was getting $4 a hundred for grade A 
milk ¢ 

Mr. Norton. Well, that $4 a hundred that he is getting for grade A 
milk 

Mr. AnerNetuy. And he is selling all of his milk in the fluid 
market. 

Mr. Norton. That is based upon the manufacturing milk market 
anyway, just as it is now. You see, the grade A price in every mar- 
ket in this country, except the Boston market, is determined ‘by the 
cost of manufacturing milk. So this thing would apply to all milk, 
just as the current support program applies to all milk. 

Mr. AnernetHy. What would happen to the areas which are oper- 
ating under milk-marketing orders? 

Mr. Norton. They would be handled exactly as they are now. 
Their formulas, under those milk orders, are determined by the price 
of manufacturing milk, and this plan would affect only the price of 
manufacturing milk directly, and as it fits into the grade A formulas 
in these Federal order markets, as that manufacturing milk price 
fits into that, it would affect those prices. 

Mr. Anernerny. All right. 

Mr. Witut1aMs. In other words, this would not be a national price 
for dairy products, each district would have its separate blend price 
program ¢ 

Mr. Hearty. That is correct. 

Mr. Wuu1AMs. Without giving consideration to the marketing or- 
ders that were operating inside that district ? 

Mr. Norron. That is correct. 

Mr. Asernetuy. Mr. Brown has a question. 

Mr. Brown. Mr. Norton, what you are saying basically I think is 
this, is it not, that the foundation price in milk pricing is the manu- 
factured milk price? 

Mr. Norton. Yes; that is correct, sir. 

Mr. Brown. Under the present setup the Secretary of Agriculture 
sets that price? 

Mr. Norton. Right. 

Mr. Brown. Under your program, the Board, the Stabilization 
Board, would set that price? 

Mr. Norton. That is correct. 
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Mr. Brown. But it would be subject, under certain conditions, toa 
veto, or a veto process, by the Secretary of Agriculture ? 

Mr. Norron. Right. 

Mr. Brown. Now, if the price was set at 90 percent of parity, or 
roughly $3.98 under your program, let’s call it $4 for easy figuring, 
you are assuming that a 25-cent assessment on all milk maz ‘Aceted, 
which roughly, let? s say, is 126 billion pounds in the country, would 
cover the cost of the’d or 6 percent surplus that would not flow through 
channels ? 

Mr. Norron. That is correct. 

Mr. Brown. Now, are you figuring in that due allowance for turn- 
ing the milk into storable form ? 

Mr. Norton. Yes, sir. We have used, sir, exac tly the same cost fig- 
ures of conversion of fluid milk, or farm-separated cream, into butter, 
cheese, and powder that the Department has used. 

Mr. Brown. Now, so far it has moved along pretty well, except that 
it is all predicated ona higher foundation price than currently exists 
or there 1s no advantage to the dairy farmer. 

Mr. Norton. Absolutely. 

Mr. Brown. One tinabiing block so far may be that the Secretary 
of Agriculture might overr ule the Board and set a lower price; would 
you say ? 

Mr. Norron. That is right. 

Mr. Brown. In which case the plan would be in trouble? 

Mr. Norron. They would only be in trouble in that you would as- 
sume, you would have to assume, that if this was operating that the 
Department would have carried on its own program at exactly the 
same level that he would announce he would give permission to the 
Board to do. Whereas a matter of actual practice he may have, if the 
Government was running the program, set the price lower than that. 

Mr. Brown. But there is the 25-cent assessment that has to come 
off to cover the surplus purchase—— 

Mr. Norton. Yes, sir. 

Mr. Brown. Whatever level the Secretary might set? 

Mr. Norron. That would be correct if the Board was operating; 
yes, sir. 

Mr. Brown. If the surplus should run more than 5 or 6 percent, the 
plan then runs into difficulties, but you have provided for that 

Mr. Norton. With the quota system; yes, sir. 

Mr. Brown. ‘The quota system would come into effect and there 
would be a higher assessment levied against the excess production over 
and above the quota; am I correct? 

Mr. Norron. That is correct. 

Mr. Brown. What would be the levy on that, in your calculations? 

Mr. Hwaty. It depends there on how much the surplus is. But let’s 
assume a 9-percent surplus. We have made a calculation here based 
upon a 15-cent across-the-board fee, which would be applied to all 
milk, and a 2.53 fee against the surplus. That is designed to do two 
things: (1) make the surplus bear most of the cost of its own produc- 
tion, its own marketing; and (2), to deter the production of surpluses. 

Mr. Brown. Now you are proceeding there on the theory—and may 
I say I concur and I share the objectives, and I want the record to 
show that, and I appreciate, Mr. Chairman, this chance. I concur 
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100 percent in your objectives. Under this you are following the 
theory that the farmer would be better off if he had to give away 
the surplus, the excess production over and above the normal 5 or 6 
percent, as long as it did not disturb his domestic market? 

Mr. Heary. That is eactly right. We are attempting under this 
plan to keep 4 or 5 or 6 percent of the milk from setting a price for 
all of it. We want to take it off the market, insulate the market from 
that milk, so that cooperatives and farmers themselves can bargain 
again in a relatively free market. What this does is to create an 
artificial balance between supply and demand. 

Mr. Brown. The only thing—and I will wind up right now, Mr. 
Chairman—that disturbs me is that by superimposing this Board on 
top of the dairymen, rather than it growing from within the dairy 
producer org anization—organization is not the word, I mean the 
great mass of ds airy producers—that they might not set this price at, 
you know, a high enough level to give the dairy producer justice; and 
also that it might be vetoed by the ‘Secretary. 

Let me just. state this, that under the survey made by the Depart- 
ment of Agriculture in Wi isconsin, under the old dairy prices before 
this recent “cut, dairy producer ers were getting 40 cents an hour or less 
for their labor if allowed 5 percent on their investment. Now you 
are assuming, and we all hope it would be true, that the Board would 
better that situation, are you not? 

Mr. Norton. That is correct; yes, sir. 

Mr. Asernetuy. The Secretary might veto that under this bill. 

Mr. Norron. That is correct. 

Mr. Brown. So it might not result in any real improvement at all. 

The next thing is that F the Board might run into difficulty along the 
way should the excess, you know, be more than calculated. 

Mr. Norton. Let me take one position that you have raised here, 
and that is on the level of support that would ‘be established by the 
Board, and that is that the Board members would be on top of the 
mass of dairy farmers. I think the bill well provides, sir, that the 
election procedure that they go through would qualify only those 
people who would come from dairy farmers, or their organization, 
at any rate, and they would be practical dairy farmers. 

Mr. Brown. That is good. 

Mr. Norton. So their aim would be to establish this price at a 
level that they themselves felt they could operate under. Now, one 
man could operate a farm around, say, St. Louis, Mo., for instance, 
if that would be in one of the districts. He would certainly know what 
the price would have to be to satisfy those farmers there, as they would 
in other districts. So we do not think the problem of setting the price 
at too low a level would be a dangerous thing. 

Now, of course, you take the other side, it is dangerous to set it too 
high. 

Mr. Brown. That is right. 

Mr. Norton. You will get yourself a transfer or corn hog farmers 
into the dairy busines. Now these farmers are all very Ww ell aware 
of that because they have probably gone through it themselves. 

Mr. Brown. But right at that point, Mr. Norton, before any other 
farmer could transfer into the dairy business he would have to have 
some cows 
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Mr. Norton. Yes, sir; that is right. 

Mr. Brown. And there are approximately 22 million cows in the 
United States today, a lower number than we have had in many years, 

Mr. Norton. That is right. 

Mr. Brown. There might be a transfer of those cows. 

Mr. Norton. It would not create any more milk. 

Mr. Brown. It would not create any more milk. 

Mr. Norton. That isr ight. 

Mr. Aspernetruy. Mr. 'Tewes. 

Mr. Tewes. Mr. Chairman, the statement that the Board was sort of 
superimposed on the producers does not quite match with the facts; 
I want to clear the record. 

Really the Board as visualized here is quite representative of the 
producers, isn’t it ? 

Mr. Norton. Oh, yes. That was the point I hoped I had made to 
Mr. Brown. 

Mr. Tewes. So my concept of the Board is that it really does arise 
from the producers in accordance with this graphic hand gesture of 
his. 

Mr. Norton. That is right. 

Mr. Brown. Will the gentleman yield? 

Under the Laird bill the Board would not be elected, but would be 
appointed and superimposed. Am I not correct on that ¢ 

Mr. Hearty. Well, the Board would be appointed by the President 
from the nominees elected by dairy farmers, 8 nominee in each of the 
15 dairy stabilization districts. The farmers in those districts would 
go to the polls and elect three people as nominees—— 

Mr. Norron. Mr. Brown, I am sorry that I do not know exactly 
what is in Mr. Laird’s bill specifically, and the bill we refer to here 
is Mr. Abernethy’s bill, 10034. 

Mr. Brown. That clears up the misunderstanding I had. Thank 
you. 

Mr. Jounson. Would you object to this 15-man Board being all 
composed of farmers? 

Mr. Norton. No. 

Mr. Jounson. If they are afraid that the President will not pick 
the representatives of = farmers, of course, the bill could be 
amended so that the ones elected in the 15 districts would be the ones 
to act, too, so that the farmers would have the final say—— 

Mr. Norton. Wait a minute. I think in checking over the legality 
of that type of an appointment procedure, Mr. Johnson, you will 
find—I am not positive of this, but I think you will find that the 
Federal land bank and other boards such as that, that you must give 
the President a choice. 

Mr. Jounson. That was your reason for using that language in 
the bill ? 

Mr. Norton. Yes, sir. 

Mr. Jounson. That is all. 

Mr. Tewes. To continue with my questioning with reference to 
Mr. Brown’s inquiries, isn’t his question about a veto by the Secretary 
of Agriculture somewhat academic, actually? Itisa possibility, but 
if the plan operates as it is conceived to operate, what circumstances 
would motivate the Secretary of Agriculture to veto any set price? 
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Mr. Hearty. Well, in the first place the veto could be used when 
the Secretary determined that this Board had unduly enhanced 
prices. And it would not be an absolute veto; it would be a veto that 
he would have to prove in court in order to get an injunction against 
the Board. That is your No. 1. 

Mr. Tewes. That is the point I wanted to make. 

Mr. Hearty. No. 2, he has had since the early 1920’s that same 
power of veto over cooperatives. Now these farmers who operated 
this Board would be the same type of people who have operated the 
cooperatives since that time, and never once, with the thousands of 
cooperatives in this country, has he found it necessary to go in and 
stop them from doing something. Their record in that respect is 
outstanding in that their price policies have never been challenged, 
never had to be challenged. 

Mr. ApernetHy. Why put it in the bill? 

Mr. Norton. That he does have the power ? 

Mr. Apernetuy. Yes. If you are assuming he won’t use it. 

Mr. Norron. Let me go back, Mr. Congressman, and review the 
legislation just a little bit. 

In our initial bill that we had in Congress in 1954, the Sec- 
retary did not have any power at all. Now he objected to that bill 
because he did not have the power to do something about the price if 
it went too high. And in a conference with the National Grange 
and the National Milk Producers Federation and the staff of the 
Department of Agriculture, the objection to the present bill was 
that the Secretary had too much to do with it, he did not want to 
be in the position of being the buffer between the Board and the 
farmer. 

Now those are untenable positions for us to be in. Either he wants 
something to do with it, or he does not want something to do with 
it. And we invited the Department to write a provision that they 
thought they could live with to get us someplace in the middle of this 
thing, and we would attempt to sell it to our respective boards. 

Mr. Asernetuy. And this was the middle-ground provision ? 

Mr. Norton. No; we have not received a proposal rom the Depart- 
ment, so we must proceed on the basis of the original written bill, yours, 
that this is the best we can think of to get him into it a little bit, and 
not too much. 

Mr. ABernetuy. I see. 

Mr. Norton. I do not know where he wants to be, honestly. 

Mr. Apernetuy. All] right, you may proceed. 

Are you through, Mr. Tewes? 

Mr. Tewes. Yes, sir. 

Mr. Apernetuy. All right. 

Mr. Norton. I think I wound up here on the paragraph starting 
with “For.” 

For the first year, milk producers will pay a single fee of 25 cents 
per hundred pounds of milk marketed. In succeeding years, a single 
stabilization fee also will be used—if total production i is held reason- 
ably in balance with the domestic market requirements, and if the 
total cost of operating the program can be financed with such a single 
assessment of 25 cents or Jess per hundredweight. 
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If the cost of operating the program in subsequent years should 
require an assessment of more than 25 cents per hundredweight, a sys- 
tem of marketing allotments would be used. 

The marketing allotments would be assigned to individual farmers 
and would represent their proportionate share of the national domes- 
tic market for milk and dairy products. 

Mr. Apernetuy. I hate to interrupt, but this is very important. 

How would you determine a man’s allotment ? 

Mr. Heary. Well his allotment would be exactly the same as every- 
one else’s. In other words, if the estimate of production for the cur- 
rent marketing year were 5 percent in excess of the estimate of con- 
sumption, then his allotment, just as everyone else’s, would be 95 
percent of his 

Mr. Asernetuy. For whatever quantity he produces ? 

Mr. Heary. No; of his base, which would probably be last year’s 
production. 

Mr. Jounson. It would not bea history of back years then ? 

Mr. Heaty. No. 

Mr. Asernetuy. All right. Suppose a man—now it has been said 
that you have to have cows to get started, and that is quite true, so 
suppose Farmer Jones the year before last was not in the dairy busi- 
ness, and last fall he decided to go in and managed to get hold of some 
cows. How would you determine his allotment? 

Mr. Heaty. Well, there is provision in the bill for the Board to 
establish bases for new producers and to increase bases for old 
producers. 

Mr. Asernetuy. All right. Suppose he has 20 cows, he bought 20 
cows, and he wants to get in the dairy business, and he has not been 
in it before. What would you base this new producer’s allotment, or 
quota, on ¢ 

Mr. Hraty. Well, these numbers are not written in the bill, because 
this is something that the Board has to have discretion to act on when 
they reach that point in their operations. We would suggest that for 
a man who wants to get into the business, that maybe 70 percent of his 
first year’s production would be base, and the second year that he oper- 
ated, maybe 85 percent, and then for the third year he would go on to 
a full base. 

Mr. Asernetuy. Whom would he consult with about getting his 
base? Would he go into some agricultural office at the county seat? 

Mr. Heaty. That is right. 

Mr. Aperneruy. Or make an a plication to get into the dairy 
business and get a base, and who aad rule upon him ¢ 

Mr. Hearty. Well, we would use the county ACP offices. And in 
addition to that, of course, he would have recourse to the Board, and 
from his district there would be a man on the Board who would nomi- 
nally represent him, and he would have access to him. 

Mr. Asernetuy. He would not have very much access to a Board 
member. 

Mr. Hearty. No, he would not—— 

Mr. Apernetny. For instance, if he were down in the Prairie Belt 
of my district, and they tell him there is a Board member over in 
Atlanta that he could see, I do not believe that would make very much 
of a hit with that farmer. 
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Mr. Heaty. In the first place, his first application would be to his 
own county committee. 

Mr. Norton. Just the same as it is right now, in case he wants an 
increase in allotment for anything. 

Mr. Jounson. Are your ACP committees made a part of this? 

Mr. Norton. No, sir. 

Mr. Jounson. The bill would have to be amended so they could act 
for the Board ? 

Mr. Norron. Well, there is a provision in here that the Board can 
make use of agencies of the Government, but they are not mentioned 
by name. 

Mr. Asernetiy. Well, I disagree with Mr. Norton, that it is ex- 
actly the same procedure that exists now, because the agricultural 
commodities that are under quota and allotments now, when the 
farmer goes to the county committee to get an allotment, the only way 
he could get it would be by the county committee t: aking it away from 
someone else in the county and giving it to him. That is the only way 
he can get it. 

Mr. Norton. I did not mean the results might be the same, but the 
application to the Board is the same. He must go to his county com- 
mittee to start with. Now, how he gets it or if he does get it, is decided 
along the road of command. That could go to the State committee, 
the State committee into the various divisions here, then as far as 
the Secretary of Agriculture for a determination whether he did or 
did not get an increased allotment of land. 

This would be no different than that. 

Mr. Hearty. Mr. Abernethy, one other thing. We are very close 
to balance in milk now. It was 5 percent last year. We need about 2 
billion more pounds of milk each year than we needed last year. So 
there is some room in the normal production-consumption relation 
for this slippage, the slippage which would be available to new pro- 
ducers or old produce who wanted to increase their allotment. 

In other words, if we predicted a 5-percent surplus and set. 95- 
percent basis, then sitet would be room for this 2 billion pounds for 
new producers and for increasing the basis of old producers under 
rules prescribed by the Board. 

Mr. Anernetruy. Well, I have interrupted you again too soon, I 
guess. 

Mr. Quire. Just to follow that up, Mr. Chairman, then is this to be 
understood, that the Board establishes the price support, but the Sec- 
retary of Agriculture through his agency determines whether a farmer 
should have a quota, who did not have one the year before, and 
who—— . 

Mr. Norron. Now, the Board would merely use the agencies al- 
ready established by the Department to convey the information along, 
and could delegate any authority to the agencies that they cared to. 

Mr. Que. You have mentioned the farmer goes to the county com- 
mittee, then that goes back to the State committee, to the Secretary 
of Agriculture. How does he get over—— 

Mr. Norron. I just say that is possible, that could be the entire 
route. On the other hand, the county committee could say no, and 
that could be the end of it. 
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Mr. Asernetruy. Is there a provision in the bill for the adminis- 
tration at the county level? For instance, here is a fellow who wants 
to get in the dairy business, he has to purchase some cows. He bought 
a farm, built a dairy barn and milk sheds and so on. Now before 
he does that, of course, before he can possibly do that, he has to know 
what kind of a quota he can get. Now what provision is there in the 
bill for him finding out how many hundred pounds of milk he can 
market ? 

Mr. Norton. There is no provision in the bills. As Mr. Healy 
stated, Mr. Chairman, the details of the accomplishment through the 
county committee have been merely discussed by this committee. It 
was decided to leave it in a very broad statement in the bill, that the 
Board could use the applicable administrative agencies of the Gov- 
ernment to carry out their program. We hoped in the legislative 
history of the bill to at least indicate these routes that could be used, 
and it is entirely up to the Board as the bill now stands 

Mr. Apernetuy. In other words, as it now stands in the bill, the 
Board would write rules and regulations—— 

Mr. Norton. That is correct. 

Mr. Apernetuy. Establishing the means and methods of these 
people getting into the industry and other matters that would come up 
at the county level ? 

Mr. Norton. That is right. 

Mr. Asernetuy. All right, sir. 

Mr. Norton. For milk or cream deliveries within the allotments, a 
stabilization fee of 10 to 15 cents per hundredweight would be assessed. 
A second and higher fee would be assessed against marketings of milk 
and cream in excess of the allotments. This method of financing will 
assure our maximum returns to producers who hold their marketings of 
milk and cream within their allotments. 

Producers who increased their marketings above their allotments 
would thus receive a lower net return. The surplus thrown on the 
market by such producers, however, would not lower the returns to pro- 
ducers who balance production with their share of the market. 

Rules and regulations would be prescribed by the Stabilization 
Board to insure equity among dairy farmers. These would include 
»rovisions for the entry of new producers and for the transfer of mar- 
tues allotments from producer to producer. With our growing pop- 
ulation, it is doubtful if marketing allotments would ever be much 
lower than present production. It means that increases in production 
per farm would be governed by the total demand for milk and dairy 
products. 

One of our greatest difficulties at the present time is that improved 
production technology creates incentives for the production of volumes 
of milk for which there is no effective market. 

Thus, farmers have been moving the benefits of many advantages 
they would otherwise gain through the use of improved techniques be- 
cause they must take lower and lower prices for their milk and butter- 
fat. 

In the operation of the program it would be necessary to begin in 
April because of the seasonal characteristics of milk production. 
April 1 approaches that time of year when milk production is at its 
peak, and price-support purchases of butter, cheese, and nonfat dry 
milk harelers would be highest. 
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In the collection of stabilization fees, however, the income would be 
spread over 12 months and there necessarily w ould be a lag between the 
time the milk was delivered by dairy farmers and the time that the 
money collected in stabilization fees would be turned over by the In- 
ternal Revenue Service to the Stabilization Board. 

This means that before any collections were available to the Stabili- 
zation Board it would need a considerable sum of money to support 
and stabilize the price during the first several months of operations. 

To overcome this difficulty, the bill authorizes the Stabilization 
Board to secure up to $350 million from the Commodity Credit Cor- 
poration as a loan. This loan would be repaid from the receipts ob- 
tained through the collection of the stabilizatiin fee at a later date. 

Mr. Pox (presiding). May I interrupt you right there, Mr. Norton. 

May we recall the Secretary was very critical of this particular 
provision. Would you care to comment and say something in rebuttal 
of what the Secretary said in opposition to this $350 million? You 
know he stressed the fact that this was an unsecured loan, and there 

was not sufficient provision for repayment and so on. Now would 
you care to say anything about that? 

Mr. Heary. Well first, Mr. Polk, I think we could explain a little 
bit as to exactly why it is necessary. Milk production is very high 
at the start of the marketing year. It reaches its peak shortly there- 
after and goes down and back up toward the end of the marketing 
year. And because milk production is highest in this period, April, 
May, June, and early July, that is when this Board would have to 
make most of its purchases. So that is what this money is needed 
for, to buy off the surplus here. 

Now it would be recovered in these fees collected throughout the 
entire year. 

Now as to its being unsecured, it is secured by the legislation because 
the legislation empowers the Board to collect fees on all milk, suf- 
ficent fees to pay for the removal of the surplus. And those fees 
would be calculated so that in their total they could repay the Com- 
modity Credit Corporation all of the money which it borrowed from 
them. The only reason that it is necessary is that they would not 
have collected sufficient fees early enough in the year to buy off this 
first flush production surplus. 

Mr. Potk. I am not questioning the need for it, but I thought that 
you should get something in the record to show that this is not alto- 
gether an unsecured loan— 

Mr. Hexary. No, sir, it is secured by the legislation itself, by the 
power of the Board to collect fees throughout the year on all milk 
that is marketed. 

Mr. Jounson. What page is that provision on? I mean the repay- 
ment ? : 

Mr. Heary. Well, it is in the same—here it is on page 14 of the bill, 
section 17. 

Mr. Potx. Then it would be safe to say that there is some question 
concerning the Secretary’s opinion that this is strictly an unsecured 
loan with no security, and that there would be no provision for 
repayment / 

Mr. Herary. I think, Mr. Polk, that was ean say that it is a loan 
upon which there is no collateral. But certainly it is not an unsecured 
loan, because the entire legislation is its security. 
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The ability of the Board to collect these fees so that it will have 
the money to repay is the security behind that loan. 

Mr. Pork. All right. 

Mr. Norton. It is secure, sir, just as the collection of taxes is secure, 
And if they are not secure, then this is not a secure loan. 

Mr. Benuam. I was just going to say, it is on the same basis as a 
loan to a municipality. It is m: ide on the basis of the munic ipality’s 
power to levy and collect taxes. 

Mr. Pork. All right, you may continue with your statement. 

Mr. Norton. In the collection of stabilization fees, however , the 
income would be spread over 12 months and there necessarily w ‘ould 
be a lag between the time the milk was delivered by dairy farmers and 
the time that the money collected in stabilization fees would be turned 
over by the Internal Revenue Service to the Stabilization Board. This 
means that before any collections were available to the Stabilization 
Board it would need a considerable sum of money to support and 
stabilize the price during the first several months of operations. To 
overcome this difficulty, the bill authorizes the Stabilization Board to 
secure up to $350 million from the Commodity Credit Corporation as 
a loan. 

The self-help program is an extension, on a national scale, of the 
philosophy of cooperation. It is a program, therefore, that will 
become effective only if approved by a majority of voting milk 
producers in a national referendum. 

Farmers operating a program for their own benefit, paid for at their 
own expense, will do a better job of stabilizing prices and production 
than is possible under a Government program. 

That is all I have as to the operation of the program, or the bill 
itself. 

Mr. Potx. Any questions ? 

Mr. Williams ? 

Mr. Wuu1AMs. No; I have no further questions. 

Mr. Potx. Mr. Tewes? 

Mr. Tewes. While reading your statement just now you left off the 
last sentence of the first paragraph, saying: “This loan would be 

repaid from receipts obtained through the collection of the stabilization 
fee.” 

The omission was unintentional ; wasn’t it ? 

Mr. Norton. As I started through that, sir, I realized I had read 
it once before. 

Mr. Tewes. I would just as soon you read it twice. 

Mr. Norton. All right. It was intentional, but I thought it was 
already in the record. 

Mr. Pox. Are there any other questions? 

(Mr. Norton’s complete statement is as follows :) 


STATEMENT BY BE. M. Norton, SECRETARY, NATIONAL MILK PRODUCERS FEDERATION 


Mr. Chairman and members of the committee, my name is E. M. Norton. 
I am secretary of the National Milk Producers Federation, with offices at 1731 
Eye Street NW., Washington, D. C. 

The National Milk Producers Federation has a membership of over 800 dairy 
farmer-owned and controlled cooperatives. These cooperatives are engaged 
every day in the business of marketing, processing, and distributing milk and 
dairy products. The membership of these cooperatives number in excess of 
500,000 dairy families in 48 States. 
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The policies of the National Milk Producers Federation are developed, re- 
viewed, and adopted by dairy farmers. Therefore, the federation speaks solely 
for dairy farmers. This producer characteristic of the federation is important. 
It assures the Congress and executive agencies of the Government that the 
federation policies are the expression of dairy farmers who are most com- 
pletely informed about the problems and complexities involved in the produc- 
tion and processing, and marketing of milk and its products. 

The policies of the federation relating to the subject presently being reviewed 
py the committee are set forth in the federation’s publication entitled “A Dairy 
Policy—1958.” On page 7 of this publication, the following policy relating to 
producer self-help programs is set forth: (Policy). 

“We believe in the principles of a producer financed and operated stabilization 
and production-control program for dairying. 

“We advocate that such program be financed by 1 of 2 methods, depending 
upon its cost of operation. 

“1, Whenever the total cost can be financed with a single assessment of 25 
cents, or less, per hundredweight on all milk and butterfat marketed, such single 
assessment should be used. 

“2. Whenever the total cost would otherwise require an assessment of more 
than 25 cents per hundredweight of milk, then an alternate method should be 
used, employing a nominal assessment on all milk and butterfat marketed, plus 
a supplemental assessment on excess marketing of individual producers as de- 
termined through the operation of a national base excess plan. 

“The program should include protection for dairying from factors which may 
arise from other Government programs and actions, such as diverted acres or 
imports of dairy products. 

“The federation staff and members are encouraged to continue to work vigor- 
ously to promote such a producer financed and operated dairy stabilization and 
production control program.” 

In any discussion of the dairy-stabilization program as proposed in H. R. 10043 
we respectfully remind the committee that this proposed program was developed 
by dairy producers. On March 23, 1953, the Secretary of Agriculture stated: 

“There is no overall surplus of dairy products. Actually there exists a great 
shortage of milk to meet our full needs. 

We cannot escape this fact. 

“What we have is a lack of adjustment to the markets, so that not all of 
the butter, cheese, and dried milk is being consumed. If the adjustments are 
made and milk and milk products are backed by the selling that their merits 
justify, the surplus problem will be gone. 

“The most difficult decision which I have faced in the first weeks of my 
administration was that of dairy price supports for the year starting April 1. 
When I announced the decision on February 27, I said, ‘Dairy farmers and dairy 
industry leadership have a major challenge. We believe they will put the 
dairy business on a more solid basis with a minimum dependence on price 
supports. They have asked for time; we have agreed. Now we will all pitch 
in to get the job done.’ 

“That is where we stand today. We must not fail. God grant us the vision 
and courage to turn dairy problems into opportunities. It can and must be done 
without delay.” 

It was in response to this request that the federation redoubled its efforts to 
perfect its self-help program. 

Administrative actions since 1953 have decreased the price-support level for 
milk and butterfat to the allowable legal minimum. A recommendation has been 
made that this minimum be further reduced. These actions and recommenda- 
tions have convinced many dairy farmers that the enactment of the self-help 
program is necessary. 

In previous discussions with this committee and congressional committees 
on a dairy stabilization program, we have highlighted five points in support of 
such a program. These are: 

1. In the absence of a satisfactory Government stabilization program, pro- 
ducers should be granted authority to finance and administer a program that 
will insure stability in the dairy industry if supported by a majority in a national 
referendum. 

2. Dairy producers have demonstrated a willingness to modify this proposal 
to meet objections, so long as such modifications are consistent with the funda- 
mental objectives of the self-help idea. This willingness continues. 
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3. The standard to be used in establishing the level of price supports is a 
key feature of the self-help bill. These standards differ from those of the 
Agricultural Act of 1949 in that they recognize the need for adequate income 
to dairy farmers as well as adequate supplies of milk to consumers. 

In the long run consumers cannot be assured of adequate supplies of milk 
and dairy products unless farmers find dairying as profitable as other outlets 
for their labor and invested capital. 

An adequate supply should not be the sole criterion for supporting the price 
of dairy products. When there is less than an adequate supply the market 
price will automatically advance and price supports tend to be inoperative. 

4. There are unique characteristics in the dairy industry which must be 
considered in the development of any national dairy policy. These character- 
istics—such as the daily harvesting and marketing of milk—require stabilized 
prices. For example, it is axiomatic that a small percentage of overproduction 
will decrease farm prices for milk out of proportion to the small percentage 
of overproduction. 

At the same time, a small percentage of underproduction will bring about 
increases in prices paid by consumers that are out of proportion. Neither the 
dairy farmers nor the consumers are best served by such fluctuations. It is also 
an axiom in the dairy industry. that some production in excess of normal demand 
must be available to meet the emergency demands of consumers. In recent years 
the dairy surplus has ranged within the 4- to 5-percent level—a manageable 
percentage. 

5. The highly complex nature of price-support programs has placed a real 
burden on congressional committees each year in which the programs have come 
up for review. Prolonged debate on these programs, furthermore, results in 
uncertainty for farmers. We believe the self-help program would remove both 
the burden on the Congress and this uncertainty. This is desirable. 

Up to this point, we have spoken about the basic economic thinking of a 
dairy producer self-help program. It is appropriate now that we describe for 
the committee the operation of this program. 

The proposed legislation creates a Stabilization Board as an independent agency 
of the Government and delegates authority for operation of the program to the 
Stabilization Board. 

The Stabilization Board would consist of 15 dairymen appointed by the 
President of the United States from 3 nominees selected by milk producers for 
mach of 15 Federal dairy districts. A dairy advisory committee of 12 non- 
producers would be appointed by the Secretary of Agriculture to consult with 
the Stabilization Board. 

The bill provides guideline for the effective operation of the program in the 
public interest. It establishes a criterion for determining the price-support level 
that includes the assurance of an adequate supply of milk and dairy products 
for consumers, and a return to dairy farmers consistent with those of other 
segments of the economy. For its first year of operation, the support level would 
be prescribed by Congress. This determination set up in the law is necessary to 
give to farmers in a referendum a clear choice in making their initial decision for 
or against self-help. 

In succeeding years the support-price level would be determined by the 
Stabilization Board. Of necessity this decision would reflect the critria outlined 
in the bill but would be affected by production levels, levels of consumption, and 
by the cost of disposing of products accumulated. Further than that there is 
protection to the public in that the Secretary of Agriculture would be authorized 
to initiate proceedings against the Stabilization Board in case it unduly 
enhanced the price. This authority would be the same as that which the Secre- 
tary can now apply to cooperative associations under the Capper-Volstead Act. 

The self-help program would be operated in substantially the same manner as 
the present Government price-support program. Support levels for manufac- 
turing milk and for butter, cheese, and nonfat dry milk would be announced 
prior to April 1 of each year The market would be stabilized through the 
purchase of butter, cheese, and nonfat dry milk in a manner similar to that now 
used by the Department of Agriculture. The disposal operations would be much 
the same as at present. 

The significant differences between the Government program and the self- 
help program are: 

1. In the self-help program the price criteria would be different and dairy 
farmers would receive increased returns from the sale of milk and cream; 
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2. The self-help program would be financed by dairy farmers rather than by 
the United States Government. Fees would be collected from dairy farmers by 
the first receiver. The collection from dairy plants would be made by the In- 
ternal Revenue Service which would turn over the money to the Stabilzation 
Board. 

To cover operating costs and anticipated losses in the marketing of surplus 
dairy products, it is provided that the Board will establish for each marketing 
year a stabilization fee, or fees, to be assessed against milk and butterfat mark- 
keted by dairy farmers. Thus dairy farmers themselves will make possible the 
benefits they derive from the program. 

For the first year, milk producers will pay a single fee of 25 cents per hundred 
pounds of milk marketed. In succeeding years, a single stabilization fee also 
will be used—if total production is held reasonably in balance with the domestic 
market requirements, and if the total cost of operating the program can be 
financed with such a single assessment of 25 cents or less per hundredweight. 

If the cost of operating the program in subsequent years should require an 
assessment of more than 25 cents per hundredweight, a system of marketing allot- 
ments would be used. 

The marketing allotment would be assigned to individual farmers and would 
represent their proportionate share of the national domestic market for milk and 
dairy products. For milk or cream deliveries within the allotments, a stabiliza- 
tion fee of 10 to 15 cents per hundredweight would be assessed. A second and 
higher fee would be assessed against marketings of milk and cream in excess of 
the allotments. This method of financing will assure maximum returns to pro- 
ducers who hold their marketings of milk and cream within their allotments. 
Producers who increase their marketings above their allotments would thus re- 
ceive a lower net return. The surplus thrown on the market by such producers, 
however, would not lower the returns to producers who balance production with 
their share of the market. 

Rules and regulations would be prescribed by the Stabilization Board to insure 
equity among dairy farmers. These would include provisions for the entry of 
new producers and for the transfer of marketing allotments from producer to 
producer. With our growing population, it is doubtful if marketing allotments 
would ever be much lower than present production. It means that increases in 
production per farm would be governed by the total demand for milk and dairy 
products. One of our greatest difficulties at the present time is that improved 
production technology creates incentives for the production of volumes of milk 
for which there is no effective market. Thus, farmers have been losing the 
benefits of many advantages they would otherwise gain through the use of im- 
proved techniques because they must take lower and lower prices for their milk 
and butterfat. 

In the operation of the program it would be necessary to begin in April because 
of the seasonal characteristics of milk production. April 1 approaches that time 
of year when milk production is at its peak, and price support purchases of 
butter, cheese, and nonfat dry milk therefore would be highest. In the collection 
of stabilization fees, however, the income would be spread over 12 months and 
there necessarily would be a lag between the time the milk was delivered by dairy 
farmers and the time that the money collected in stabilization fees would be 
turned over by the Internal Revenue Service to the Stabilization Board. This 
means that before any collections were available to the Stabilization Board it 
would need a considerable sum of money to support and stabilize the price during 
the first several months of operations. To overcome this difficulty the bill 
authorizes the Stabilization Board to secure up to $350 million from the Com- 
modity Credit Corporation as a loan. This loan would be repaid from receipts 
obtained through the collection of the stabilization fee. 

The self-help program is an extension, on a national scale, of the philosophy of 
cooperation. It is a program, therefore, that will become effective only if 
approved by a majority of voting milk producers in a national referendum. 

Farmers operating a program for their own benefit, paid for at their own ex- 
pense, will do a better job of stabilizing prices and production than is possible 
under a Government program. 

The benefits of self-help will apply to all dairy farmers in all types of markets 
in all parts of the United States—because all of them are directly or indirectly 
affected by the overall dairy price level. They are all subject to the same eco- 
nomic influences. All milk and cream producers contribute to the total supply 
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of milk and dairy products, and it is the effective handling of their sum total 
that will create a healthy dairy industry. 

Because of the close interrelationship between prices paid for fluid milk and 
those paid for manufacturing milk and butterfat, it is reasonable to conclude 
that the price of butterfat, the price of manufacturing milk, and the price of 
fluid milk all will be enhanced by removing excess manufactured dairy products 
from the market wherever these products originate and whenever they occur. 

Farmers under self-help will be better able to gage their production to the 
national market. Policy readjustments will have been made before acute sur- 
pluses or shortages actually occur in the market place. The stabilization fees 
will act as a deterrent when less production is needed. Similarly, a lowering 
of the stabilization fees will provide the green light for more production to meet 
an expanding consumer market. 

There is always a need for a forward looking and expertly managed stabiliza- 
tion program, either in a surplus market, such as has existed during the past few 
years, or in a shortage market such as was experienced during the forties. 

In peacetime, balance between supply and demand can only be a short duration, 
during the swing from a shortage to a surplus market or vice versa. But self- 
help will minimize price swings, increase consumption, and raise the level of 
prices for all dairy farmers. 

The self-help program holds several distinct advantages for both consumers 
and dairy farmers. For the consumer it means (1) freedom from the tax burden 
involved in Government price support operations; (2) assurance of adequate 
supplies of milk and dairy products at reasonable stabilized prices; and (3) 
improved markets among farmers for city-produced goods and services. 

The depressed conditions in agriculture and particularly those of dairy farmers 
no doubt contributed in no small way to the present unemployment which now 
prevails in the industrial segment of our economy. 

For the dairy farmer self-help means (1) assurance of optimum stabilized 
prices that would not condition consumers to unrealistically low prices for milk 
and dairy products; (2) protection from surpluses caused by imports or other 
Government programs; (8) the benefits of new and expanded outlets for dairy 
products; (4) consumer goodwill because of the demonstrated willingness of 
dairy farmers to cut free from Government dependents for their prices; (5) con- 
trol by dairy farmers themselves of their own price-support operations; and 
(6) assurance to every dairy farmer that his price will not be lowered by the 
surplus production of other dairy farmers. 

A detailed description of the proposed self-help program is set forth in the 
attached pamphlet. 

Objections have been raised to the dairy self-help proposal as set forth in 
H. R. 10043. The Department of Agriculture has listed some seven objections to 
the self-help proposal in the form of policy questions to be resolved by the Con- 
gress. With the committee’s permission we should like at this time to discuss 
these objections. 

The first objection voiced by the Department is its concern about the broad 
authority of the Dairy Stabilization Board in price-support operations and the 
fear that this Board would not be subject to control by the legislative and execu- 
tive branches of the Government. As a matter of fact, if, in the wisdom of 
Congress, maximum limitations should be provided in the bill, we are willing to 
work with the committee in the preparation of such revision. 

The Congress in the past has in its wisdom recognized the desirability of 
farmers administering farm prorgams. We have, for instance, a very close 
parallel in the farm credit program. There is no intent in the self-help bill to 
divest the Secretary of his authority to review and act on the proposed Stabili- 
zation Board’s policy. Certainly there is no intent on the part of the supporters 
of the self-help proposal that the Congress be denied its constitutional right and 
obligation to rescind any and all authority of the Board if its policies should 
run contrary to the best interests of the United States. 

A second objection involves the question of granting similar authority to other 
producer groups to finance and administer programs for their respective com- 
modities. This concern on the part of the Department aggravated by its con- 
tention that a “super board” to coordinate the Commodity Board would be neces- 
sary. We suggest that the situation contemplated in this objection is purely 
theoretical. We are not now, nor may never be faced with the situation de- 
scribed. However, if the self-help idea proposed in H. R. 10043 works for the 
dairy industry and if it were applicable to other agricultural industries, why 
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shouldn’t it be permissible? As a matter of fact, if the Department’s concern 
indicates that it is interested in this proposed approach to the agricultural prob- 
lems, why not use the dairy program as a pilot operation? On the maiter of 
a super board, it seems to us that since the Congress has enacted programs for 
individual commodities in the past, such legislative coordination would be all that 
would be needed if the Congress were to approve self-help programs for other 
agricultural groups. 

The third objection by the Department indicates that the self-help proposal 
would result in a “reversal of the policies that agriculture has advocated for over 
half a century on nonagricultural services. * * *” 

The Department specified these services to include freight rates, transporta- 
tion rates, electricity, and so forth. We suggest that contrary to the self-help 
program being a reversal of policies, it is actually a logical extension of the 
basic idea of improving and strengthening the bargaining position of farmers 
in much the same manner that the nonagricultural service groups have been 
strengthened in their bargaining position. 

The fourth objection expresses the Department’s concern that the self-help 
proposal would not ‘* * * provide adequate protection to the general 
public * * *.” Such fear on the part of the Department is groundless. Cer- 
tainly the Dairy Stabilization Board would be very conscious of the normal 
operation of market competition with its associated economic factors. Dairy 
producers of this country are not unaware of the function price plays in the 
marketing of their products. Production response, consumption response, 
and the cost of handling surpluses would preclude any attempt to overprice 
milk. 

H. R. 10043 sets forth clear authority for the Secretary to take action 
against the Board if in his judgment the Board’s pricing policies would result 
in the undue enhancement of prices. This is a natural extension of the au- 
thority the Secretary has had for many years under the Capper-Volstead Act. 
Then, too, we are confident that if the unlikely situation of undue price 
enhancement should develop, the Congress would not sit idly by and let such 
policies continue. 

The fifth objection involves the relationship of the Secretary to the Dairy 
Stabilization Board. It is our considered opinion that that section of the bill 
relating to review of the Board’s policies and actions by the Secretary estab- 
lishes sufficient authority for him to exercise veto power over actions by the 
Board. Here, again, we have expressed our willingness to modify these pro- 
visions in keeping with the fundamental objectives of the self-help proposal. 

The sixth objection raised is that the bill does not provide adequate pro- 
tection for the loan to be made to the dairy producers from the Government 
in order to get the self-help program started. Here, again, we are faced with a 
very realistic situation. The borrowing provision in the self-help bill is a 
recognition of the fact that since the dairy marketing year begins on April 1 
and since that is the beginning of spring flush production, the Dairy Stabiliza- 
tion Board would be faced immediately with the problem of acquiring dairy 
products in order to accomplish the purpose of the bill; namely, stability 
in the market. Since the accumulation of producer money would not begin 
until after April 1, and since such accumulation would not be fast enough to 
carry on the Board’s immediate obligations, the authority to borrow is neces- 
sary. We emphasize that such action is a “borrowing action” and that the 
money would be loaned to the Board at the going interest rate and would be 
repaid to the Government from the accumulation of producer assessments. 

The last objec.ion presupposes the disposition on the part of the dairy pro- 
ducers of this country to dump excess milk production on foreign markets 
without regard to the international situation and United States obligations in 
that situation. This implied criticism of the dairy producers has no foundation 
in fact. On the contrary, the record will show that dairy producers have been 
very much aware of United States commitments to foreign countries. Their 
support of Public Law 480 and section 22 of the Agricultural Adjustment Act of 
19387 has never been predicated on any disposition to dump excess production 
on any foreign markets. Here, again, we firmly believe that the watchfulness 
and wisdom of the Congress would in itself be the most effective deterrent to 
the theoretical situation raised by the Department. 

We want to express the appreciation of our membership to the committee 
for its continuing interest in the self-help proposal. 
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Tue Sevr-Hertp PRoGRAM As PROPOSED BY THE DAIRY STABILIZATION AcT 
OF 1958 


The self-help program, if enacted by Congress and approved by dairy farmers, 
will improve the income position of dairy farmers, relieve the taxpayer from 
the cost of price supports and take the Government out of the dairy business, 
These are the goals of the Dairy Stabilization Act of 1958, which is presently 
being considered by the Congress. 

Under the proposed law the price will be supported at 90 percent of parity 
the first year, beginning April 1, 1959. In subsequent years the levels will be 
determined by a stabilization board of dairymen. 

The support prices will be maintained by the purchase of manufactured dairy 
products which are in excess of the requirements of the market. 

The plan will not affect local milk-marketing plans for paying producers. 

The self-help program will differ from the present Government program in 
five principal respects: 

1. Dairy farmers will have a choice—self-help or the present Government 
price-support program. 

2. The program will be run by dairy farmers rather than by the Secre- 
tary of Agriculture. 

3. Farmers will have the assurance of expert and efficient management 
of surpluses, without the restrictions inherent in Government operations. 
Under the present program, for example, the existence of Government-held 
stocks have prevented market prices from rising above the support level. 

4. The price of milk will be set at the optimum level consistent with 
economic conditions, rather than at the lowest level that will assure an 
adequate supply. 

5. The program will be financed by dairy farmers rather than by the 
United States Treasury. 


THE TWO ALTERNATIVES 


If Congress passes the self-help bill with the 90-percent-of-parity provision 
and if it is then approved by dairy farmers, the support price for the first year, 
beginning April 1, 1959, will be approximately $3.98* per hundredweight minus 
a stabilization fee of 25 cents, or a net of $3.73. This is 67 cents per hundred- 
weight higher than the $3.06 price announced by the Secretary of Agriculture 
for the 1958-59 marketing year. 

If self-help is not approved by dairy farmers, the support price for the year 
beginning April 1, 1959, will be at the level prescribed by the Secretary of Agri- 
culture, within the range of 75 to 90 percent of parity, or within the range of 
60 to 90 percent of parity if the President’s January 1958 recommendation to 
Congress is enacted. 

The financing will be through a single stabilization fee—so long as the total 
cost does not exceed 25 cents per hundredweight of milk. If extra production 
requires the additional purchases of increased surpluses, a Second fee will be 
applied to the surplus production of individual farmers. This will mean maxi- 
mum prices to producers who hold production in line with market requirements, 
and the cost of the program to producers who do not exceed their marketing 
allotments cannot exceed the 25 cents per hundredweight. 

The costs of handling surpluses arising from dairy-product imports, or from 
resources diverted to dairy production from Government programs in other 
segments of the agricultural economy, will not be borne by dairy farmers. Nor 
will they finance the school-lunch program or other distribution programs en- 
acted by Congress on behalf of the whole United States citizenry. 

This does not mean that there will be restrictions on dairy product imports, if 
imports are necessary to further good international relationships. Government 
policymaking bodies will retain jurisdiction over international trade. In times 
of surplus production at home, however, the Government will compensate the 
Dairy Stabilization Board for the value of additional products purchased in 
the domestic market because they were displaced by similar products shipped in 
from abroad. This is the same obligation that the Government assumes under 
the present programs. 

Likewise, there will be no interference with Government programs of produc- 
tion control for other agricultural products. But in any marketing year in which 


1 Based on March 15, 1958, parity index. 
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dairy surpluses occur as a result of Federal acreage allotments, or marketing 
quotas which divert agricultural resources into milk production, the Government 
will compensate the Dairy Stabilization Board for milk production resulting from 
such diversion. 

THE DAIRY STABILIZATION BOARD 


The self-help program will be operated by a Stabilization Board of 15, ap- 
pointed by the President of the United States from nominees selected by dairy 
farmers. 

Only persons who are milk producers or who are officers of dairy cooperative 
associations which meet the requirements of the Capper-Volstead act shall be 
eligible to serve on the Stabilization Board. 

To secure appropriate regional representation on the Stabilization Board, the 
United States shall be divided into 15 Federal dairy districts. One member of 
the Stabilization Board will be selected from each district. 

Dairy farmers in each district shall, by ballot, submit names of persons to 
serve on the Stabilization Board. The three candidates receiving the highest 
number of votes shall be the nominees, one of whom will be selected by the 
President to serve. 

Each member of the Stabilization Board shall serve a 6-year term. Terms of 
the first Stabilization Board, however, will be staggered, one-third being selected 
to serve 2 years, one-third 4 years, and one-third 6 years. 


THE STABILIZATION FEES AND MARKETING ALLOTMENTS 


To cover operating costs and antipicated losses in the marketing of surplus 
dairy products, the Board will establish for each marketing year a stabilization 
fee, or fees, to be assessed against milk and butterfat marketed by dairy farmers. 
Thus dairy farmers will make possible the benefits they derive from the program. 

For the first year milk producers will pay a single fee of 25 cents per hundred 
pounds of milk marketed. In succeeding years, a Single stabilization fee also 
will be used—if total production is held reasonably in balance with the domestic 
market requirements, and if the total cost of operating the program can be 
financed with such a single assessment of 25 cents or less per hundredweight. 

If the cost of operating the program should in subsequent years require an 
assessment of more than 25 cents per hundredweight, a system of marketing 
allotments would be used. 

The marketing allotments would be assigned to individual farmers and would 
represent their proportionate share of the national domestic market for milk and 
dairy products. Every dairy farmer would receive an allotment of the same 
percentage of his production as every other dairy farmer. For milk or cream de- 
liveries within the allotments, a stabilization fee of 10 to 15 cents per hundred- 
weight would be assessed. A second and higher fee would be assessed against 
marketings of milk and cream in excess of the allotments. This method of 
financing will assure maximum returns to producers who hold their marketings 
of milk and cream within their allotments. Producers who increase their 
marketings above their allotments would thus receive a lower net return. The 
surplus thrown on the market by such producers, however, would not lower the 
returns to producers who balance production with their share of the market. 

The stabilization fees, whether on milk within the allotment or in excess of 
the allotment, would be deducted by the first receiver. It therefore would in no 
way affect local marketing arrangements. There is provision in the program 
for the entry of new producers and for the transfer of allotments from producer 
to producer. The bill does not exempt any dairy farmer from the program for 
any reason, including size of herd. With growing population and the expanded 
market for products, it is doubtful if marketing allotments would ever be lower 
than present production. This means that increases in production per farm 
would be governed by the total demand for milk and dairy products. Such a 
program would accrue to the benefit of all dairy farmers and would not in any 

yay impede progress toward greater efficiency in production. 

The stabilization fees and the price support level will be announced prior to 
April 1 of each year. 

None of these figures need be a surprise to dairymen. Anyone can calculate 
the approximate price and the approximate stabilization fees by watching total 
milk production, purchases for price support, and returns from the disposition 
of surplus products. These figures are readily available in official publications 
of the United States Department of Agriculture. 
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THE REFERENDUM 


The self-help program was developed by dairy-farmer leaders. Its purpose is 
to make effective a plan for supporting milk prices that 1s more satisfactory 
than the present Government program. 

It will be made effective only if approved by Congress, signed by the President 
of the United States and then approved by a majority of dairy farmers voting 
in a nationwide referendum. 

In voting, dairy farmers will have the choice—self-help or the present Govern- 
ment price-support program. 

Since the great majority of milk and cream producers market their products 
through cooperative associations, and thus prefer to make their decisions on 
marketing matters through their own elected board of directors, the self-help 
referendum, too, can be handled in this manner. Using the same procedure as 
under the Agricultural Marketing Agreement Act, cooperative associations can 
vote in blocks, if they choose to do so. 


LEGISLATIVE REQUIREMENTS 


To make the self-help program workable, it is necessary that legislation be 
enacted, as contained in the Dairy Stabilization Act of 1958. This legislation 
authorizes : 

1. A comprehensive national dairy policy. 

2. A criterion for price stabilization that includes, in addition to the assurance 
of an adequate supply of dairy products for consumers, a fair return to producers 
consistent with that of other segments of the economy. The price for the first 
year will be established at 90 percent of parity. 

3. A Dairy Stabilization Board of 15 members appointed by the President from 
3 nominees selected by milk producers in each of 15 Federal dairy districts. The 
Stabilization Board would have full supervision of the program. 

4. A Dairy Advisory Committee of 12 nonproducer members appointed by the 
Secretary of Agriculture to consult with the Dairy Stabilization Board. 

5. A referendum to determine whether or not a majority of dairy farmers favor 
the program. 

6. Authority to level assessments on all milk and butterfat marketed by 
farmers to pay the cost of the program, and authority to establish marketing allot- 
ments to individual producers. The assessment for the first year will be 25 
cents per hundredweight of milk, and there will be no marketing allotments. 

7. Authority to collect the assessments through the Internal Revenue Service. 

8. Authority to dispose of products without the restrictions that now apply in 
Government disposal operations. 

9. Protection to dairy farmers from surpluses created by imports or other 
agricultural programs. 

10. Protection to consumers against unwarranted price increases by authorizing 
the Secretary of Agriculture to initiate proceedings against the Stabilization 
Board. 

THE BENEFITS OF SELF-HELP 


The self-help program holds several distinct advantages for both consumers 
and dairy farmers. 

For the consumers it means: 

1. Freedom from the tax burden involved in Government price supports of 
dairy products. 

2. Assurance of an adequate supply of milk and dairy products at reasonable 
prices. 

3. Better markets among farmers for city-produced goods and services. 

For the dairy farmer self-help means: 

1. Assurance of optimum stabilized prices that would not condition consumers 
to unrealistically low prices for milk and dairy products. 

2. Protection from surpluses caused by imports or by other agricultural 
programs. 

3. The benefits of new and expanded outlets for dairy products. 

4. Consumer goodwill because of the demonstrated willingness of dairy farmers 
to cut free from Government dependence for their prices. 

5. Control by dairy farmers themselves, with expert and efficient management 
of surpluses, free from the restrictions inherent in Government operations. 

6. Assurance to every dairy farmer that his price will not be lowered by the 
surplus production of other farmers. 
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THE SELF-HELP PLAN IN DOLLARS AND CENTS 






At what percent of parity will manufacturing milk and butterfat prices be 
established under self-help? What will the cost be in stabilization fees on milk 
and butterfat? What will dairy farmers stand to gain in dollars and cents? The 
answers to these questions are of paramount interest to every dairy farmer. 

It is anticipated that the price levels under self-help will be higher than under 
the Government program, even after deducting the stabilization fee. They will 
be higher because the standards of pricing will permit them to be higher. They 
can be higher because the cost of disposing of surplus production will be less than 
can be realized by the higher prices paid for milk and butterfat. 

Furthermore, dairy farmers have seen their prices slip under the Agricultural 
Act of 1949. On April 1, 1954, the support price of manufacturing milk was 
reduced from $3.74 to $3.15 and butterfat from 67.3 cents to 56.2 cents per pound. 
This drop was for the purpose of reducing the support level from 90 to 75 percent 
of parity. In December 1957 the Secretary announced a further drop to become 
effective April 1, 1958. The result: a manufacturing milk price of $3.06 and a 
putterfat price of 56.6 cents.2 The President furthermore recommended to Con- 
gress in January 1958 that the lower limit be further reduced from 75 to 60 
percent of parity, and 60 percent of parity is approximately $2.45.’ 
























THE SCOPE AND INFLUENCE OF SELF-HELP 





The self-help program is an extension, on a national scale, of the philosophy of 
cooperation. Itis a program, therefore, that will become effective only if approved 
by a majority of voting milk producers in a national referendum. 

It is believed that with farmers operating a program for their own benefit, paid 
for at their own expense, they will do a better job of stabilizing prices and 
production than is possible under a Government program. 

The benefits of self-help will apply to all dairy farmers in all types of markets 
in all parts of the United States because all of them are directly or indirectly 
affected by the overall dairy price level. They are all subject to the same eco- 
nomic influences. All milk and cream producers contribute to the total supply 
of milk and dairy products, and it is the effective handling of their sum total 
that will create a healthy dairy industry. 

Because of the close interrelationship between prices paid for fluid milk and 
those paid for manufacturing milk and butterfat, it is reasonable to conclude 
that the price of butterfat, the price of manufacturing milk, and the price of 
fluid milk all will be enhanced by removing excess manufactured dairy products 
from the market wherever these products originate and whenever they occur. 

Farmers under self-help will be better able to gage their production to the 
national market. Policy readjustments will have been made before acute sur- 
pluses or shortages actually occur in the market place. The stabilization fees 
will act as a deterrent when less production is needed. Similarly, a lowering 
of the stabilization fees will provide the green light for more production to meet 
an expanding consumer market. 







ALWAYS A NEED FOR A STABILIZATION PROGRAM 













There is always a need for a forward looking and expertly managed stabiliza- 
tion program, either in a surplus market, such as has existed during the past few 
years, or in a shortage market such as was experienced during the forties. 

In peacetime, balance between supply and demand can only be of short dura- 
tion, during the swing from a shortage to a surplus market or vice versa. But 
self-help will minimize price swings, increase consumption, and raise the level 
of prices for all dairy farmers. 





LEGALITY OF SELF-HELP 













The legality of self-help legislation has been given careful consideration by 
the federation’s legal department. While the self-help plan itself is new, there 
are legal precedents for most of its provisions. 

The Dairy Stabilization Board would be an independent Federal agency. The 
right of Congress to delegate power to a Federal agency has become well estab- 


2 Based on March 15, 1958, parity index. 
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lished, the principal requirement being thatr standards must be prescribed 
for the exercise of the power. Standards are provided in the self-help bills. 

Delegations of power by Congress to determine minimum milk prices for pro- 
ducers in areas covered by Federal milk-marketing orders have been sustained 
by the Supreme Court. The same law contains a delegation of power to main- 
tain prices for certain fruits and other products by limiting the volume which 
can be marketed in interstate commerce. 

Congress has delegated the power to assess the cost of operating the marketing- 
order programs against the handlers, and this too has been sustained by the 
Supreme Court. 

The self-help bill proposes to create an improved and orderly market for milk 
and dairy products. The cost of developing, regulating, and maintaining the 
improved market would be charged to those using the market in direct proportion 
to the use made of the market. The courts have permitted the cost of regulating 
an industry to be charged to the industry regulated provided the charges collected 
are reasonably related to the costs as they would be under the self-help bill. 

Mr. Norton. Mr. Chairman, if I may, before you came in, we had 
not finished with the gentleman here at the table, and with your per- 
mission I would like to introduce Mr. Eckles who would like to make 
a short statement at this time. Mr. Eckles is from Fond du lac, Wis. 

Mr. Potk. We will be glad to hear you. 

Mr. Ecxxes. Mr. Chairman and members of the committee, my 
name is W. C. Eckles. I am general manager of Pure Milk Products 
Cooperative. That organization represents dairy farmers shipping 
to some 140 or 150 plants. They do not own the plants themselves, 

We strongly feel, as an organizs ition—and this has been discussed 
thoroughly among our various 80 locals of Pure Milk Products Co- 
operative—that this self-help plan would be a method by which dairy 
farmers could improve their economic status. It is bad enough under 
the present system of price supports of $3.06 a hundred. ‘Farmers 
can hardly meet their bills, they are using up their capital and their 
savings to operate. 

This thing has been thoroughly discussed in meetings of that or- 
ganization throughout the State, and we strongly support the prin- 
ciples of it. We think it is the framework and the mechanism through 
which dairy farmers could lead themselves out of this dilemma that 
they are in. Four or five percent of extra milk production, a perish- 
able commodity, can crucify the price levels and the marketings of 
all the milk in the United States because of the close relationship 
between prices of fluid milk and manufactured milk, both. 

There are a lot of opportunists to argue about whether or not this 
thing could be done on the assessments proposed. We think that it 
can. We know that you will find folks who think that an enhanced 
price level of $3.95 to $4 a hundred for manufactured milk would 
flood the market. We do not believe that is the case, and we do not 
think those price level increases would materially influence consump- 
tion of manufactured dairy products as far as deterring. 

We would ask you as members of the dairy subcommittee to study 
very carefully this proposal that has been worked on so extensively 
by a dairy farm committee, composed of National Milk Producers’ 
members and National Grange members, and give it your every con- 
sideration—an opportunity for d: airy farmers to take on this job of 
leading themselves out of the dilemma that they are in on pricing and 
control of sur plus. 

Mr. Jounson. Mr. Chairman, I want to just compliment the gentle- 
man on his statement, and I might say, as I know the chairman is 
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aware, he has a 15-page statement here, and I wish it to be made a 
part of the record. And I can say that Mr. Eckles really represents 
a large group of dairy farmers in Wisconsin. 

(Mr. Eckles’ complete statement is as follows :) 





STATEMENT oF W. C. ECKLES, GENERAL MANAGER OF THE PuRE MILK PRODUCTS 
COOPERATIVE, 18 West FIRST STREET, F'OND DU LAC, WIs. 












Mr. Chairman and committee members, my name is W. C. Eckles. I am 
general manager of Pure Milk Products Cooperative. I am glad to have the 
opportunity to appear before your committee to support the self-help dairy farm 
stabilization program provided for in H. R. 10043. 

Pure Milk Products Cooperative is a dairy farmer marketing and service or- 
ganization composed of over 15,000 dairy farmers. They live in Wisconsin, the 
Upper Peninsula of Michigan, and the northern edge of Lilinois. Their milk is 
marketed to both fluid and manufactured milk processing plants. From two- 
thirds to three-fourths of their milk goes into manufacturing plants where it 
is made into butter, cheese, nonfat dry-milk solids, evaporated milk, ete. 

Dairy farmers of our Nation are producers of our most essential food. The 
production from their farms is subject to a maze of regulations to insure its 
quality and healthfullness. Dairy farmer investments are extremely heavy. 
Dairy farming is a twice-a-day, 365 days a year operation. It requires large 
amounts of labor and is a very confining occupation. Because milk is highly 
perishable and must be marketed off the farm every day, it involves marketing 
problems not common to other agricultural commodities. Because of its perish- 
ability, a small needed reserve of production creates serious pricing and market- 
ing problems. 

Why do we need something different than that which we have had? The 
following data shows problems agriculture and dairy farmers have had under 
present programs. 

























FARMERS SUFFER WHILE NONFARM ECONOMY HAS PROSPERED 









Agriculture has suffered for several years in a recession, while the remainder 
of our economy, until quite recently, has enjoyed a high level of continuous 
prosperity. This condition has brought about serious depletion of financial 
resources of farmers. 

The following is a comparison of total personal income for the United States, 
together with gross and net farm income over a period of 12 years: 


Comparison of United States personal incomes and farm incomes, 1945-57 


{In billions] 



































| 
Total | Realized | Realized net 
personal gross farm | income from 
income ! income ! agriculture ! 
aera wascal , $171.2 | 25.8 | $12.8 
1946... ‘te ‘ patusecden islet 178. 0 29.3 15.0 
1947... ees sags ahiac a aiaaininn tates 190.5 | 34.0 | 17.2 
C—O . nib aetenasainadbedpiar 208.7 | 34.6 | 15.9 
1949___ egos aphenpas tee Soot acarehaes npevetetas 206. 8 | 31.6 | 13.7 
SES ae zs iin wet hm aesiein i ico tia 227.0 | 32. 1 12.9 
1951... uk sbbiicks i cada cousicesehs Jap netaslevdben de bees 255.3 | 37.1 | 14.8 
ih tka hint iihsionigiaspitsnitiainiatiaaineeaipien Wieck tints > abit 271.8 36.7 14.3 
Es oon eee taemnakaaeunceanseubpadsnaeuateraanetn 286.0 | 35.1 | 13.9 
NES nce. sek dakalieadbavech kucamnaiaad : 287. 4 | 33.7 | 12.2 
NL: -« citit it unk dikieh pia babah RASTA ee Guleie a bank genie taeieeline oat ne 305. 9 | 33.2 | 11.6 
Eee a rere ee ere 326.9 | 34. 4 | 12.1 
1957... spacial ioe hs ws aie baanditg- oo micas tay poh eps ape notte aecaig ee eee eeN 342.9 | 34.8 211.5 






11958 Economic Report of the President. 
2 Revised from farm income situation USDA, 





Comparing the above figures, it becomes apparent that the net farm income 
in the past 4 years has fallen disastrously and sharply by about one-fourth from 
1951-53 levels. It is running 30 percent below the 1947-48 level. On the other 
hand, personal income in the United States has gone steadily higher and the 
Nation has increased each year by more than the total annual net farm income 
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in the United States. In fact, total personal income has increased during the 
past 5 years by twice the average annual total gross farm income. 

Wisconsin farmers have fared equally bad in recent years. Figures avail- 
able from the USDA indicate that from 1949 through 1956, net farm income in 
Wisconsin, a specialized dairy State, has decreased in a manner that places 
thousands of dairy farmers in a serious financial position. Many are on the 
verge of bankruptcy and being forced out of farming. 


Wisconsin farm income and production expenses 


{In millions of dollars} 


| Cash receipts} | Difference 
from farm Farm pro- between 
markctings duction | cash farm 
and Govern-| expenses! | income and 
|} ment pay- } production 
| ments! } expenses 
i canmnbithveticasthans J ; mS 931.7 613.3 | 318.4 
i Se ee ee ‘0 ou _— 947.9 637.0 | 310.9 
1961..... Sent atin Shick Siete 1, 142. 1 722. 5 419.6 
1952 é 1,151.9 750. 5 401.4 
es bi bein clinch Ke sink Be sin cthcbgh bah : : 4 1,071.3 721.1 350. 2 
1954__..- ae ‘ SU rx 1,000.3 714.5 285. 8 
SD nee * —— i. 984.8 719. 2 265. 6 
SOOG MLL a wone ei ene ah cao 1,025.3 745. 8 279. 5 


Source: Farm Income Situation, September 1957, U. 8. Department of Agriculture 
WISCONSIN FARM INCOME CHIEFLY FROM DAIRYING 


Wisconsin’s net cash income has declined 34 percent from the 1951 peak, and 
in the past 3 years has averaged only three-fourths of the 1949-53 average. 
The major single source of farm income is dairying. Over 52 percent of the 
total 1956 Wisconsin gross farm income was from the sale of milk and butter- 
fat. Considerably more comes from the sale of dairy cows and veal calves. 
In order to keep going financially, about 40 percent of all Wisconsin farmers 
have found it necessary to accept off-farm employment to offset the drop in 
dairy income. 


COST-PRICE SQUEEZE ENCOURAGES MORE PRODUCTION 


Under present legislation, dairy farmers have no control over the cost-price 
squeeze. This predicament is the result of ever-increasing costs and a very 
small amount of production in excess of our daily needs. In the past 10 years, 
while manufactured milk prices have dropped 12 percent, farm wage costs in- 
creased 33 percent, farm machinery prices advanced 67 percent, taxes climbed 
85 percent, and interest rates skyrocketed 115 percent. Dairy farmers have 
been able to only partially combat this cost squeeze by all-out efforts to in- 
creased productivity. Rural trading centers are already feeling the effects of 
a farm depression. 

Under present programs for agriculture, farmers cannot alleviate such cir- 
cumstances by control of output. Each farmer must decide for himself how 
much he will produce. Each knows that his own output will not change the 
price received for his products regardless of the extent to which he increases 
or decreases production. Consequently, the dairy farmer is likely to make his 
production decision either on the basis of the amount necessary to meet his ex- 
penses at current prices or that amount which can be produced most efficiently 
with his existing resources. It seems more likely that production has been 
Stepped up by increasing expenses than by increased efficiency in the dairy 
operation, since dairy farmers have not been able to increase productivity per 
man-hour of labor in proportion to many other types of farming. 


MANUFACTURED MILK UNJUSTLY CHARGED WITH FARMERS’ SURPLUS 





Current methods of support are such that the entire burden of the dairy 
industry falls upon its manufactured milk portion. In fact, the major portion 
of surplus of all agriculture, through diversion of production efforts to feed 
products, falls upon the dairy and livestock industry by encouraging added 
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livestock production in other areas. Yet, manufactured milk producers benefit 
little from increased feed supplies since they have always produced the major 
part of their own feed. Nevertheless, excess production of milk has been 
remarkably small as compared with some other products when one considers 
the importance of dairy products in the diet and welfare of the Nation. 


MILK PRODUCTION HAS NOT INCREASED WITH POPULATION 


Milk production has not increased nearly as rapidly as population in recent 
years. In the past 10 years, our national population has increased about 20 
percent, or about 2% times as much as milk production. We have met our 
needs and maintained our small excess by cutting deeply into that part of our 
milk production which was formerly kept at home and used on the farm. 

The amount of milk used on farms has decreased from 20 billion pounds to 
14 billion pounds in the past 10 years, and of that milk sold by farmers we have 
increased the percentage disposed as whole milk from 77 percent to about 
88 percent. Even with this change we have sold from our dairy farms only 
4 to 6 percent more milk than our domestic consumption at going prices in 
the markets. We have been marketing only slightly more milk than we have 
been consuming in our domestic markets. 


DAIRY FARMERS CANNOT ADJUST DAY-TO-DAY PRODUCTION 


The dairy problem is magnified by the perishability of milk, a factor which 
also prohibits the farmer from using some of the price-enhancing measures 
available to other phases of our national economy. Most industries and even 
most small businesses are able to withhold their product from the market in 
periods of low prices until buyers become more willing to pay more. Further- 
more, most industries can expedite this move by cutting off the supply line and 
save at least a substantial part of the expensive costs of production. 

The dairy farmer, on the other hand, must market his milk immediately after 
production, or because of its perishable nature he will be unable to market it at 
all. He cannot shut off the production of his cows for a few days, a week, or a 
month. If the dairy cow discontinues production for a week, she is dry for the 
balance of the entire lactation, which last nearly a year. Therefore, the dairy 
farmer must continue his operation at full production with the accompanying 
daily operating expenses even if he should decide to to withhold his product from 
the market. The result is that he cannot close down his operations in the face 
of temporary loss of market, but must continue with the full expenses of the 
production operation and lose the finished product. 


DAIRY SUPPORT UNDER PRESENT PROGRAM 


Dairy farmers feel strongly that prices for manufactured milk as set by the 
Secretary of Agriculture under the act of 1949 have been toolow. The Secretary 
has not only reduced support levels but has also changed the method of comput- 
ing the parity equivalent for manufactured milk. 

By a combination of lowering dollar and cent dairy farm support levels and 
changing the methods of computing the manufactured milk parity equivalent, 
support prices have been reduced by the Secretary of Agriculture from $3.74 in 
1953-54 to $3.06 per hundredweight for the 1958-59 crop year. This reduction of 
18 percent has been put in while farm operating costs have shown large and 
continuing increases. 

These measures have neither reduced production or increased the per capita 
consumption of milk and dairy products. Our increases in consumption has been 
entirely due to increases in population. 

The present program has some serious defects, some of which are: 

First, it provides for setting supports at levels needed only to secure an 
adequate supply. 

Second, it is a price supporting method that assures the processor of farm milk 
a Support price for his cheese, butter, and skim milk powder. It does not require 
payment of an assured price to the farmer. 

Third, there has been much criticism of the cost of this program to the tax- 
payer through the Federal Government. 

It is interesting to see that many of the same individuals so critical of these 
costs have had high praise for programs with which we have underwritten the 
cost of cheap or even free food to friendly foreign nations. 
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The cost of the dairy price-support program has been grossly exaggerated, 
We were glad to hear the Secretary of Agriculture on May 1 state to this House 
Agriculture Committee that a big part of dairy price supports might properly be 
charged to foreign relief, international relations, the school milk and school lunch 
programs, etc. 

SELF-HELP THE WAY 





We believe the dairy price stabilization program provided for in H. R. 10043 
would be a decided improvement of the existing program. 

Pure Milk Products Cooperative believes that this program developed over the 
past 2 years by a representative and competent study committee of the National 
Milk Producers Federation and the National Grange is a sound and workable 
program for improving and stabilizing the income of the American dairy farmer, 
This organization appears here today appealing to you as Members of Congress 
to enact the legislation in H. R. 10043, which was introduced by Chairman Aber- 
nethy. Similar bills have been introduced by our Wisconsin Congressmen—H. R, 
10060 by Congressman Laird, H. R. 10135 by Congressman Withrow, H. R. 10129 
by Congressman Van Pelt, and H. R. 10211 by Congressman Tewes. 

This legislation would permit dairy farmers to operate their own program of 
price supports through the management of the very necessary reserves or inven- 
tory of dairy production. This reserve amounts to only 3 to 7 percent of the 
Nation’s annual production of milk, but its management is most essential to 
maintain reasonable and necessary dairy farm prices. 

This program, in our opinion, offers the best method to date developed to cor- 
rect the serious low-income problem of dairy farmers. Dairy farmers must have 
legislation in order to give them stability in the pricing of their dairy farm pro- 
duction in order to maintain a reasonably equal status in our national economy, 
Although dairy farmers are becoming an ever-smaller minority in our population, 
there is little possibility that they will ever become few enough, or confined to a 
small enough area, to consolidate into a single producer organization of sufficient 
strength to be effective on a national basis in the protection of their prices. The 
program embodied in H. R. 10043 offers a sound procedure for making a stabilized 
dairy farm income a reality. 

The National Milk Producers Federation-National Grange dairy stabilization 
plan contains the following fundamental provisions: 

1. After enactment of the legislation a referendum of dairy farmers of the 
Nation would be held on September 8, 1958. Through this referendum the 
actual producers of America’s milk supply would vote on whether or not they 
would use this self-help method or the existing unsatisfactory dairy-support 
program wherein the Secretary of Agriculture sets support levels only on the 
basis of an adequate supply. 

In our opinion this is a very democratic procedure. Dairy farmers would 
decide whether they want to run and pay for themselves a support program, 
or take what the Secretary considers the proper level of supports to assure 
an adequate supply of milk. 

2. If the farmers vote in favor of this program they would also select a 
group of producers to serve on a 15-man Dairy Farm Board. The Board 
finally appointed by the President, would each year after the first year establish 
the nationwide minimum manufactured milk prices. The Board would purchase 
products of milk representing the reserve of milk marketed at price levels to 
maintain manufactured prices of milk at the support level. 

3. All dairy farmers would pay their share of the cost of the program 
through an assessment on their marketings. It would be collected from the 
first receiver of the milk. The improved market would be reflected in all 
milk marketings. This would benefit all producers. The assessment would 
be applicable to all producers so that they would share alike the expense of 
operating the program. 

4. Dairy farmers would have an opportunity to approve or disapprove the 
program of the Board upon petition and referendum at any time. 

5. The public interest would be protected under the program by the Secretary 
of Agriculture and his Federal Dairy Advisory Committee selected from in- 
terests other than dairy farmers, and by the adjudicating power of the courts 
to settle differences between the Secretary and the Board. 

6. If production and consumption were particularly out of balance, a two- 
price system to control excess marketings could be instituted. 

The above provisions must be established by Federal law if the program 
is to be placed into operation on a workable and just basis. Without such 
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legislation farmers are not free to agree upon and enforce the level of milk 
prices. They would be unable to make them effective even if agreed upon unless 
there is participation and compliance on the part of all milk producers throughout 
the Nation. 

MILK 


PRICES SOUNDLY ESTABLISHED 






The plan provides for the following important considerations by the Board 
in annually determining the level of prices to be established for manufactured 
milk. They are: 

1. The nutritional value of milk and dairy products and its importance to 
the health and welfare of our Nation. 

2. The estimated supply of milk and dairy products for the marketing year. 

8. The estimated demand for milk and dairy products for the marketing 
year. 

4. The price-support level for feed crops which affect the cost of milk pro- 
duction. 

5. The estimated cost of producing, processing, and marketing milk and 
dairy products. 

6. The relationship between the price of milk and prices for other foods and 
hourly returns to labor. 

7. The hourly returns for labor of dairy farmers and their families. 

8. The estimated returns to farmers from alternative crops and commodities. 

9. The general economic condition of dairy farmers. 

10. The need for maintaining a reasonable relationship between the prices that 
farmers receive and the cost of the things that farmers buy. 

11. Other economic conditions which affect the market for milk and dairy 
products. 

The above factors are, in our opinion, of the utmost importance in considering 
a reasonable and just milk price level if the dairy farmer is to secure equal 
status with other segments of our economy. In the past only one consideration 
has been used by the Secretary of Agriculture in his determination of price- 
support levels, namely, the adequacy of supply as of the moment. This is fine 
for consumers, but very unreasonable and severe on the producers of this essen- 
tial food. These sound considerations for price setting are outlined in this 
proposal for establishing minimum farm milk prices. 


DAIRY FARMERS WOULD PAY FOR RESERVE 


After a referendum of dairy farmers, in which a majority approved of the plan, 
manufactured milk prices for the first year would be set at 90 percent of parity. 
As an example, using March 1958 figures, the price would be $3.98 per hundred- 
weight. The farmers would receive the support price less a 25-cent per hundred- 
weight assessment needed to finance the program. Dairy farmers could pay this 
assessment out of their 90-percent-of-parity price and still be in substantially 
better financial position than under the present program. The Secretary has 
established prices of $3.06 per hundredweight for this marketing year (January 
1, 1958, to March 31, 1959). This is the lowest possible under the present law. 
However, the Secretary of Agriculture and President have asked for legislation 
permitting them to reduce levels to 60 percent of parity. 


QUOTAS PROVIDED IF NEEDED 


There are possibilities that the 90-percent support level, or those levels set by 
the Board, might attract into dairying producers of other farm commodities. 
There is also a possibility of an increase in dairy production by some dairy 
farmers, together with a slight reduction in consumption of some dairy products 
because of the increased prices. (In our opinion, the reduction in consumption 
would probably be relatively small, judging by the research reported recently in 
USDA Technical Bulletin 1168. ) 

Because of the possibility of excessive production, provisions are made to 
limit the size of the assessment which may be placed on that miik needed 
to supply our domestic market. The method proposed is a limited type of 
marketing controls in that each producer would pay an additional assessment 
on that portion of his milk production not needed by the domestic market. 
Since added assessment on overproduction would result in a substantially 
lower net price for such unneeded production, there would be a tendency for 
each producer to limit his milk sales to his own share of the domestic market 
and not unduly burden the market with unneeded overmarketings. 
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This self-help dairy stabilization plan provides for an equitable and fair 
method of allocating quotas. It provides that each dairy farmer, if the Board 
finds it necessary, be issued a quota based on the amount of milk he has 
previously marketed. The Dairy Stabilization Board would be responsible for 
allocating quotas between producers and for making special adjustments whieh 
may be necessitated by transfer of farm operations, beginning farmers, or 
special hardship cases. 

We agree that dairy farmers would prefer not to have quotas set on the 
milk they may market. However, neither do they like to have their income 
ruined because of a slight national overproduction over which individually 
they have no control. For products with an inelastic demand such as milk, 
an increase in production without a corresponding increase in demand is more 
than offset by a drop in price. Consequently, the result of the increased pro- 
duction is a decrease in gross income. The provision in the self-help proposal 
which provides for marketing allotments when the marketing assessment must 
exceed 25 cents per hundredweight is designed to accomplish this goal. It 
would, however, permit a farmer to produce overquota milk if he is willing 
to accept a price equivalent to the market value of his overquota production. 

Although prices would be supported for all domestic dairy markets, the 
returns to farmers would be divided between that portion required for do- 
mestic needs and any additional overquota marketings which might disrupt 
the market if not regulated. Farmers who have established themselves as 
dairymen would be given their just share of this domestic market with a 
nominal assessment to cover the cost of operation of the program. Additional 
marketings would be subjected to an assessment large enough to cover the cost 
of its procurement, storage, and disposition without disruption of the regular 
market uses. This means that any farmer could produce as much milk as 
he wished, but he would receive for his overquota production a price that 
has been reduced by the cost of handling the production not needed for do- 
mestic marketings. In our opinion, this is a very necessary part of this program. 
We cannot long expect reasonable incomes with unlimited production in an 
economy of administered costs on farm production items. 


PROTECTION AGAINST IMPORTS 


Added protection against dairy imports and the influences of diverted acreage 
from other farm programs is provided in sections 43 and 44 of the bill now under 
consideration. Section 43 would make the United States Government through 
Commodity Credit Corporation, and not the dairy farmers, responsible for 
domestic market losses as a result of imports accepted by the Nation from 
foreign milk producers. Likewise, section 44 makes the Commodity Credit 
Corporation responsible for any losses that may occur to the Board because 
of diversion of productive farm resources to dairying by other Federal agri- 
cultural programs. We believe these provisions are sound, since they protect 
dairy farmers against damage to their market by measures which may be 
beneficial to the remainder of the Nation. 


PROTECTION OF CONSUMER INTERESTS PROVIDED 


We acknowledge the need for protection of the general public if any industry 
is to be given the rights and responsibilities asked in this legislation. Such 
protection has become an integral part of our democratic way of life. We 
have given industry the right to maintain fair prices in the retail market, but 
have provided safeguards through the Federal Trade Commission. We have 
provided monopoly rights to certain industries when this became necessary 
to insure reasonable service to the public, but have provided public service 
commissions to supervise their operations. We have given organized labor 
wide latitude in the field of organization and collective bargaining, but have 
placed certain limitations on such operations to protect the interest of the 
general public. The self-help plan provides similar safeguards and public 
interest checks on the operations of the Board in its regulation of the marketing 
of milk. 

This protection is provided by giving the Secretary of Agriculture and a 12- 
man Federal advisory committee, appointed by the Secretary from interests 
other than dairy farmers, the power to recommend and review actions of the 
Board. If the Secretary and the Board do not agree, such differences may 
become the subject of hearings and any differences as to price levels or other 
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Board operations not otherwise settled would be decided by the United States 
Court of Appeals for the District of Columbia. We believe this protection 
of the public interest is both important and adequate. 


DAIRY FARMERS APPROVAL REQUIRED 


Dairy farmers have a measure of protection from the Board and the Secretary, 
both of whom are appointed by the President. Provisions are incorporated 
which will permit dairy farmers to obtain relief if the program decided upon by 
the Board should be one under which they do not want to operate. Such protec- 
tion is provided in sections 77 and 78. These provisions give 10 percent of the 
dairy farmers the right to call for a referendum by submitting a petition to the 
Secretary. Such referendum would be similar to the referendum required ini- 
tially to determine that the majority of dairy producers favor the program 
before it may be put into operation. A majority of the producers voting against 
the program in a referendum would mean the discontinuation of the self-help 
program and a return to the program provided for under the Agricultural Act 
of 1949. 

CONCLUSIONS 


In conclusion, Pure Milk Products Cooperative believes this program is sound 
and a needed to correct the critical problems in our dairy farm economy. 
It wo : 

1. Provide a criteria other than adequacy of supply as a basis for establishing 
dairy farm support prices. 

2. Take the planning of support programs out of the hands of Government offi- 
cials that do not appear to be sympathetic to the need for farmers to have living 
standards and income comparable to other segments of our economy. 

3. Transfer from Government to producers the management, control, and cost 
of handling of the reserve of milk needed to assure an adequate supply; but, it 
would prevent this necessary reserve from wrecking the price structure of the 
production regularly used in consumption channels. 

4. Reestablish good will between dairy farmers and consumers that has been 
so seriously damaged under the existing program. It permits farmers to cut 
free of costly tax paid for Government programs. 

5. Puts the control of the marketing of our most essential food in the hands of 
producers who are the ones most vitally interested in a job properly done. 

6. Assure dairy farmers that prices and income to cover their heavy invest- 
ments are not lowered by the excess production of other dairy farmers. 

7. Assure consumer of an adequate supply of milk at stabilized, reasonable 
prices. 

8. Provide the mechanism through which an effective, thorough job of promo- 
tion and advertising of this essential dairy food could be done. 

9. Create better markets for the products of urban areas by improving the 
income of dairy farmers. The Nation’s 1% million dairy farmers are big buyers 
of the products of business and urban areas when their income permits. 


CONGRESS SHOULD ENACT SELF-HELP BILL NOW 


Pure Milk Products Cooperative believes that both dairy farmers and the 
general public would be benefited by the enactment of the proposed legislation 
and both would be given adequate protection under terms of the bill. We be- 
lieve, however, that in the referendums it is important that qualified dairy farm 
cooperatives, if they choose, be given the right to vote for and represent their 
members in the manner currently used in Federal milk order referendums. 
Cooperatives voting for members has worked satisfactorily under the Agricul- 
tural Marketing Agreement Act of 1937. These provisions have proven valuable 
in recognizing organizations of cooperatives in their effort to represent and pro- 
tect their members. This is an issue that can be debated for hours. We would 
not insist on the block voting provisions if this committee feels it would jeop- 
ardize passage of the self-help plan. 

We urge prompt enactment of legislation to permit establishment of the self- 
help dairy stabilization program developed by the National Milk Producers 
Federation and the National Grange, as provided for in House Resolutions 10048, 
10060, 10135, 10129, and 10211. 


Mr. Norton. I would like, Mr. Chairman, to introduce Dr. Linley 
Juers, who is representing Wisconsin cooperatives. 
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We asked Dr. Juers to come because, as I said earlier, there will be 
an indication that the cooperatives, mainly in Wisconsin, are not spon- 
soring this bill and are not behind it. 

Mr. Tewes. Could I interrupt right at that point to get something 
into the record here which seems to me important 

Every organization that has “farmer” or “dairy” in its name, is 
always paraded before us as representing the real farmer’s views, 
Now I would like to establish here, with your help, and I intend to 
ask this question of all the other people who appear before us, too, 
just whom do you represent ? 

Mr. Norron. Our organization, Mr. Tewes, is made up of strictly 
cooperative organizations in the dairy business. We have no pro- 
vision for independent farmer membership, for instance. An in- 
dividual dairy ar could not be a member of our organization. 
we meet once a year, twice a year actually, because we have an interim 
board meeting, shan each one of these co- ops, depending on their 
size, nominates one of their members on our board of directors. 
Seventy-five percent of that board must consist of actual dairy farm- 
ers. The other 25 percent must be employees of cooperative dairy 
farmers. So we feel that we truly represent only cooperative dairy 
farmers. I do not see how it can be otherwise. 

Mr. Tewes. Now this is not widely understood, but people who are 
in the dairy industry could be processors and have interests which 
are in opposition to those of the farmer-producers, isn’t that cor- 
rect ? 

Mr. Norton. I would broaden that statement and say not only 
could, but in most instances, do have interests that are opposite 
ours. 

Mr. Tewes. All right, now, do you have processors in your organ- 
— 

Mr. Norron. Nota one. 

Mr. Tewrs. As I say, I am going to ask the same questions of 
others. 

Mr. Norton. They are not eligible for membership in our organ- 
ization. 

Mr. Tewes. Who else is appearing today ? 

Mr. Norton. The Nat soca! Grange. 

Mr. Trewes. Do you have any comment you want to make concern- 
ing the people they represent 

Mr. Norton. No, sir; they certainly represent their farmer mem- 
bers. 

Mr. Tewrs. And understand I am going to give the same oppor- 
tunity to the others concerning you. 

How ome those appearing tomorrow, the Farm Bureau? 

Mr. Norron. The Farm Bureau is going to testify as a farm organ- 
ization, and while I do not agree with their opinion, I think they 
are going to tie the opinion they believe their farmers want. 

Mr. Tewes. The National Creamer y Association ? 

Mr. Norton. The National Creamery is a conglomeration of han- 
dlers and producer organizations. I think in Wisconsin— 

Mr. Tewes. Are you using “handler” in the same sense I used 
“processor” ? 

Mr. Norton. Yes. We use “handler” as an independent corpora- 
tion, business corporation. Their membership in 1955, as outlined 
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in the Wisconsin Creamery Association’s annual convention pro- 
gram—and one of the reasons we asked Dr. Juers to come in is that 
he has a compilation of their membership—62 of their members 
were proprietary operations, and 58 of them were cooperatives. Now 
that is of the direct membership. 

In the report of the president of Wisconsin Creamery Association 
in 1954, he stated the following: “While I am on the point of the 
Nation: al Creameries Association may I remind you that our own 
financial support to the n: itional—that is, the payment of our annual 
dues—for its work has not been as good as it should be. The dues 
are very modest. Every creamery is rasked to pay the national $1 per 
patron.’ 

Of the association membership, what the American Motorist Insur- 
ance Co. could contribute to the dairy policy, I do not know, as an as- 
sociate member. What the Lakeside Butter Co., which is the direct 
representative of Safeway Stores in the butter business, could contrib- 
ute toa farmer-dairy policy, I do not know either. 

Mr. AperRNETHY (presiding). What are you speaking of now? 
What are you reading from ? 

Mr. Norton. I am reading from the active membership list of the 
Wisconsin Creamery Association, who is a member of the National 
Creamery Association. 

What Fairmount Foods could contribute to their welfare, I do not 
know either. Mr. Chairman, it is possible that I could be criticized 
for speaking against any one group but this company is a contributor 
to the National Tax Equality Association and certainly oppose all 
cooperative efforts. 

Now I might add this, too, Mr. Congressman, that this is not a new 
problem, certainly, in the dairy industry. And it got to the point 
where the lowa Creamery Association in Lowa, realizing their inability 
through their organization to come up with farmer answers to farmer 
problems, because of the proprietary interest involved in their associa- 
tion, started a year and a half ago divesting themselves of all proprie- 
tary handlers, and last month they applied for membership as a purely 
cooperative organization in the National Milk Producers Federation, 
and they were admitted to membership this year. 

Now that State, I think that association, represents about 92 smaller 
cooperatives that went together as a federated group to ask for mem- 
bership in the federation. — have no proprietary handlership in 
their operations at this point. But they realized the difficulty they 
were getting into. 

Mr. Tewrs. Have I now covered all that are going to appear in these 
hearings ¢ 

Mr. Asernetuy. There are others to appear. 

Mr. Witiiams. Mr. Benham, there are several dairy co-ops in New 
York State. How many of them favor this legislation, do you know ? 

Mr. Benuam. I believe I should confine my remarks to my own 
organization, whose board of directors have, by resolution, indicated 
their desire that this legislation, this bill, be passed. There is one 
pou, mentioned already this morning, in the State who is opposed to 

I do not know what the attitudes, official attitudes 


Me Witiiams. How many dairy cooperatives are there in New York 
State ? 
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Mr. Bennam. Four major groups. Two federations and two co- 
operatives. 

Mr. Wiuu1AMs. Has this legislation been discussed at some length 
in all your locals, with your own membership ¢ 

Mr. Benuam. In our organization it has been discussed at most 
of the meetings that have been held in the past few months. It has 
been explained. We find quite a bit of interest on the part of the 
dairymen to understand it, to know what it proposes to do. 

Mr. Wiuu1aMs. I think that is the problem that faces a great many 
producers today, is what this legislation contains and how it is going 
to affect them individually. 

You do not know the percentage of your own membership that 
favors this legislation ? 

Mr. Bennam. No. The basis of what the individual member 
thinks, I do not know. At our last annual session, the delegate body, 
some three or four hundred delegates, indicated by resolution that 
they favored the idea of a so-called helf-help program. Now that 
does not tell us yet what all of the individual members think. And 
it is a slow process, contacting all of them and getting their opinions, 

Mr. Witxiams. What percentage of the producers of New York 
State does your organization include; do you know ? 

Mr. Bennam. We have approximately 20,000 members, some of 
whom come out of northern Pennsylvania and northern New Jersey, 
and a few over in the edge of New England. I believe New York 
State is reported to have around 50,000 dairymen. 

Mr. Wituiams. Thank you, Mr. Benham. 

Mr. Asernetuy. Mr. Norton, for the record, this legislation was 
drafted by your organization, representatives of your organization, 
and the Grange? 

Mr. Norton. That is correct. 

Mr. Asernetuy. Did dairy farmers sit in on the drafting of this 
legislation ? 

Mr. Norton. Yes, sir. The chairman of the committee is a member 
of the Grange, and he is an actual dairy farmer from the State of 
Minnesota. 

Mr. Benham is a dairy farmer. 

Mr. Anernetuy. All right, how many were on the committee ? 

Mr. Norton. Seven were on the committee. 

Mr. Anernetuy. Where were they from? Will you put the names 
in the record ? 

Mr. Norton. Yes, sir, we will. 

Mr. Apernetuy. Can you do that now ? 

Mr. Norron. I will try, with Mr. Newsom’s help. 

Bill Pearson, from Minnesota, a dairy farmer; Bill Naudain, from 
Delaware, a dairy farmer; McSparren, from Pennsylvania, a dairy 
farmer; George Clements, from New Hampshire, a dairy farmer; 
Walter Winn, from Illinois, a dairy farmer; Stanley Benham, from 
New York, a dairy farmer; Bob Lytle, from North Carolina, who 1s 
not a dairy farmer 

Mr. Anernetuy. That is all. 

Mr. Norton. Robert Lytle, from North Carolina. 

Mr. Asernetuy. Now you know this 42-page bill is something 
which is not very easy to understand, and it is also difficult to explain. 
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How well has this measure been circulated among the actual dairy 
farmers of this country ? 

Mr. Norton. Let’s start off this way. There are about a million and 
a half commercial dairy farmers. In our membership there are about 
650,000 of those commercial dairy farmers. We have printed and circu- 
lated at the members’ own cost—let’s take Mr. Eckles here for instance. 
He has a representation of around 17,000 farmers, if I recall your 
figure right 

Mr. Eckues. Over 15,000. 

Mr. Norton. Over 15,000. They have ordered from us and paid for 
over 20,000 of self-help booklets and pamphlets describing, and that is 
attached to my testimony—explaining what this bill does. 

Now we have written this to the very best of your ability, sir, and we 
think that it fairly describes what the operations of the bill will do. 
I think in total we have published and sent out over a million and a 
half copies of this, and a previous pamphlet which did the same 
thing. And we think that aie farmers across the country, by and 
large, are very familiar with certainly the broad intent and purpose 
of this legislation. 

In addition to that 

Mr. Anernetuy. I do not think there is any question but what the 
are familiar with the broad intent and purpose of it. I do not think 
there is any question about that. My mail indicates that. Whether 
they are familiar with the details is another thing. 

Mr. Norton. Let me put it this way, too, Mr. Chairman, if I may. 

I would wager you that the average dairy farmer in this country 
cannot tell you how many lines—now this is a fairly simple question, 
too—cannot tell you how many lines are written in the present legis- 
lation that makes up the entire law that operates our present dairy 
program. 

Mr. Anernetuy. I agree with that. They just do not like it, 
though. 

Mr. Norton. They may not like it, but they do not know what it is 
all about. And there are only six lines in all this detail that we go 
through ; 

Mr. AperNetTuy. Let me go a little further. Here is what we are 
confronted with. This committee is confronted with the problem of 
who is going to speak for these people. Now I know your organiza- 
tion is a fine organization and it represents a lot of people. I guess I 
have had 500 inquiries from people on this subject. 

Now it is just humanly impossible, if this committee sat from now 
until next summer—and I mean in 1959—to hear them. I think we 
need a little counsel and assistance from some source as to where we 
should go to bring other witnesses here from the farm level. 

I am not too impressed with what your organization thinks of this 
or any other organization thinks of any particular bill. I want to 
know what the farmers think about it. 

Mr. Norton. That is right. 

Mr. Apernetuy. And I hear your organization and the Grange 
and the Bureau, and the rest of them, but I write old John Doe at 
home to see how he feels about such complicated bills as this before I 
vote on any bill. I talk with him about it. 
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We are confronted with a tremendous problem here in trying to 
find out just what the sentiment is at the grassroots relative to ‘this 
line, and this page, and this provision of this bill. And I know that 
we cannot find it in hearing } your organizations. I get letters on both 
sides of this matter. I write back and say, “W hat is it about it you 
like?” and they write back and say, “I just heard it is a good thing.” 
And that is about the extent of what they can tell me : about it. 

Mr. Norron. Well, as to our own organization, Mr. Congressman, I 

‘an only say this, that Mr. Healy and I, who are officers of the or- 
edinialstheld just that, and we have no vote, and we could not possibly 
come before you and indicate or profess approval of this bill unless 
our own board gave us that permission. 

Mr. Asernetuy. I understand that. 

Mr. Norton. With the exception—— 

Mr. Apernetiy. Is there any division on your board on this sub- 
ject ? 

Mr. Norvron. I felt duty bound, when I made my initial statement, 
to indic ate to you there are two organizations who have notified me 
specifically that they are against this bill, which I did in the initial 
statement. 

Mr. Asernetruy. May I ask you one other question? Is this matter 
designed to be submitted to referendum ? 

Mr. Norton. It is, and that was my final statement. 

Mr. Apernetuy. All right. Now, when you say “referendum,” is 
that to the farmers, or to the « ‘cooperatives, or to whom ? 

Mr. Norton. That is to both. In case a farmer did not belong toa 
cooperative, he would have the right to cast his own ballot. In our 
bill here, if the cooperative cares to, and they are set up in sucha 
manner that they can block a vote, it is permissible. 

Mr. Anernetiry. Of course, there has been some objection to that, 
as you know. 

If it goes to a vote, how many votes does it take to put it into 
effect ? 

Mr. Norton. A simple majority. 

Mr. Asernetuy. A simple majority / 

Mr. Norton. Yes, sir. 

Mr. Apernetiy. Do you reckon we can live with the other half, if 
it were about 50—50 4 

Mr. Norron. W e live with the other half in our political society, 
with a simple majority. 

Mr. Apsernetiry. It is awfully close for comfort sometimes. 
{ Laughter. | 

That is all. 

Mr. Norton. Dr. Juers, you never did get your statement in? 

Mr. Asernetiry. Mr. Polk has a question. 

Mr. Pox. Following out the questioning of Mr. Williams a little 
while ago concerning New York State, I am wondering if you could, 
for the record, give us the organizations, the co- ops and so on, of the 
State of Ohio that are supporting this legislation? I think I know 
most. of them, but I think we should have it in the record, and I am 
wondering if you will put it in the record, if you have it here this 
morning ? 

Mr. Norton. I will be glad to name them to you now, sir. 
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Akron Milk Producers, Akron, Ohio; Central Ohio Cooperative 
Milk Producers at Columbus, Ohio; Cincinnati Milk Sales Associa- 
tion at Cincinnati, Ohio; Cooperative Pure Milk Association at Cin- 
cinnati, Ohio; Dairymen’s Cooperative Sales Association at_Pitts- 
burgh, Pa., and they have a good many members in Ohio; Equity 
Dairies, Inc., at Lima, Ohio; Michigan ‘Milk Producers Association 
of Detroit, Mich., who also have a number of members in northern 
Ohio; Michigan Producers Dairy Co., Adrian, Mich., the same thing; 
Midwest Producers Creamery at South Bend, Ind. ; ’ Milk Producers 
Federation of Cleveland, Ohio; Northwest C ooper ative Sales Associa- 
tion of Toledo, Ohio; Stark County Milk Producers Association of 
Canton, Ohio; the Wayne Cooperative Milk Producers of Fort 
Wayne, Ind., who also have aba, in western Ohio and in Cleve- 
land. 

Mr. Po_K. Could you give us an approximate number of farmers— 
these are all farmer- -cooperatives ? 

Mr. Norron. Correct, yes, sir. They are producer-owned coop- 
eratives. 

Mr. Potk. Farmer-owned cooperatives. What percentage does this 
represent of the milk producers in the State of Ohio? You may not 
have those figures, but if you do, I would like them for the record. 

Mr. Norron. I can give you exactly the number of producers for 
each one of these associations. I do not have them with me. 

Mr. Pork. I thought it might be well to have that in the record. 

Mr. Norton. But this represents about 90 percent of the milk in 
Ohio. 

Mr. Pork. I know that represents a lot of it. 

Mr. Norton. We will be glad to furnish the numbers of producers 
that belong to these associations. 

(The information referred to above is as follows :) 


Total 
Members of the National Milk Producers Federation with headquarters producer- 


in Ohio: members 
Akron Milk Producers, Akron Pestana edi , 453 
Central Ohio Cooperative Milk Producers, Inc., Columbus_____- , 410 
Cincinnati Milk Sales Association, Cincinnati_______ is aeee 2. 82 
Cooperative Pure Milk Association, Cincinnati , 349 
Equity Dairies, Inc., Lima_-_-_-_ , 940 
Miami Valley Milk Producers Association, Dayton ae 
Milk Producers Federation of Cleveland, Cleveland 2, 800 
Northwestern Cooperative Sales Association, Inc., Toledo______-_ 2,927 
Stark County Milk Producers Association, Inc., Canton 


Total 


Other members with headquarters outside of Ohio but with producers in 
Ohio : 

Dairymen's Cooperative Sales Association, Pittsburgh, Pa__..______ 7, 

Michigan Milk Producers Association, Detroit, Mich . 15, 498 

Michigan Producers Dairy Co., Adrian, Mich.......-___.________- + 23% 

Mid-West Producers Creameries, Inc., South Bend, Ind____ 15, 980 
ttle Wayne Cooperative Milk Producers, Inc., Fort Wayne, Ind_____~ 1, 235 

d, “a 

wet Grand total 59, 984 
now Mr. Poi. I believe that is all, Mr. Chairman. 
am Mr. Apernetuy. Mr. Johnson. 
this Mr. Jounson. There has been some objection to this bloc voting, 


and I would like to direct my question to Mr. Benham. I believe it 
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was your organization that insisted on bloc voting. ‘That is what I 
have been told, now maybe I am wrong. 

Mr. Benuam. I believe you are—— 

Mr. Jounson. What is the reason for, if my assumption is cor. 
rect, taking that stand. 

Mr. Norton. It is not right. 

Mr. Bennam. Your assumption is not correct, to begin with. 

Mr. JoHnson. What is the milk producers’ reason then for wanting 
bloc voting? 

Mr. Norton. Well, the cooperative normally is not going to permit, 
or it won’t exist very long if a minority runs the business of the co-op. 
And when the majority vote, for instance, to supply milk to Canton, 
Ohio, 49 percent of them cannot refuse to do it. Now this is just a 
vote by the majority in the true cooperative management field. 

Mr. Jounson. How would you count that vote? Now, for instance, 
say we are having a national election the same as the other commodi- 
ties are having, would you bloc-vote every member of your dairymen’s 
league as voting for the referendum ? 

Mr. Bennam. Yes, that is if we voted for it. I am here in support 
of it today. If Congress approves it, they might make such changes 
in it that we could not approve it. But whichever way we voted—— 

Mr. Jounson. That is one of the problems the committee has to 
work out. 

Mr. Bennam. If bloc voting is allowed, or permitted, the Dairy- 
men’s League board of directors will decide how they want to vote 
and will vote all members of the organization. 

Mr. Asernetuy. May I ask a question right there? Suppose you 
had 100 members and they were divided 53 for and 47 against. There 
would be 100 votes cast for this program; is that right? 

Mr. Bennam. No, if bloc voting is permitted, our board of diree- 
tors, and there is a representative from every district, after talking 
with our members and making their determination as best they can 
from talking with them, what the majority approved, the board says 
by vote within the board, we either vote for or against, and whichever 
way we vote we vote all of our members. 

Mr. Asernetuy. That is what I said. 

Mr. Bennam. Yes. 

Mr. Anernetuy. It would be 100? 

Mr. Bennam. After first determining to the best of our ability 
which they wish. 

Mr. Asernetuy. Now, if there is one who is not affiliated with any 
co-op at all, he can cast his one vote. Let us say there were 5 ina 
neighborhood, and they all voted against, and there are 47 of your 
co-ops that voted against, and that would be 52 votes against. Let 
me go a little further. 

Let us say there were 8 unaffiliated, that would be 55 votes actually 
against it and 53 for it, but the 53 would prevail ? 

Mr. Bennam. That could happen. 

Mr. Asvernetuy. I cannot live with that. 

Mr. Bennam. I have no objection. 

Mr. Asernetuy. I do not think we can live with that. 
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Mr. Bennam. I have no objection to individual voting. It is per- 
fectly agreeable to me. 

I will point out that the experience in the Federal marketing orders 
has beeen, and it might not be duplicated here, but the experience has 
been that such a small percentage of voters will vote individually. 

Mr. Anpernetuy. That may be true. There is only about 60 per- 
cent that vote for President. 

Mr. Benuam. But neither I, individually, nor the Dairymen’s 
League, as such, will make any issue over that point. 

Mr. Norton. T do not think, Mr. Chairman, that is a major pro- 
vision of the bill. 

Mr. Tewes. Your support is not contingent upon it? 

Mr. Norton. No. 

Mr. Jounson. How would you handle bloc voting if you had it? 

Mr. Norton. Just the same as you do under Federal orders now. 

Mr. Jounson. Would these elections be held at the township halls 
all over the dairy area, wherever there would be dairy farmers? 
Taking for example the Dairymen’s Cooperative League, would there 
have to be a list placed with the election clerks in each town with all 
the members of that cooperative, so if they came in and tried to vote, 
they could not? 

Mr. Bennam. The Secretary held a vote on an order matter in the 
New York area within the year in which he provided polling places, 
and any dairyman that came in there was allowed to vote, but the 
cooperatives who bloc voted had to furnish the Secretary with a 
list of their membership so that by cross-reference those ‘who had 
voted by the cooperative and then had also voted individually were 
counted and the co-op vote and their individual ballot not counted. 

Mr. Jounson. If it was a secret ballot, how would they know, when 
John Jones came in to the election place, how would they know he 
should not be allowed to vote ? 

Mr. Benuam. He was asked when he came in if he was a member 
of a cooperative and what cooperative he was a member of, and I 
assume the clerk there indicated on his ballot envelope he was a 
member of the cooperative. 

Mr. JoHnson. I see. I have just been wondering how the mechanics 
of that would work. 

Mr. Aspernetny. I believe the gentleman over here has not finished. 

Mr. Jurrs. My name is Linley Juers, and I am from Madison, Wis. 
I am an agricultural economist and director of the dairy section for 
the Wisconsin Council of Agriculture. The dairy section of the Wis- 
consin Council of Agriculture is an association of farmer-owned and 
operated dairy cooperatives, which operate in the State of Wisconsin. 

The membership of the dairy section includes dairy processing and 
bargaining nee whose over 40,000 farmer members m: irket 
more than 25 percent of the milk produced in the State of Wisconsin. 

With the chairman's permission, I would like to file a statement 
which indicates the position of the dairy section of the Wisconsin 
Council of Agriculture on the self-help program, and then I would 
like to address some brief comments as to how we arrived at. this 
position. 

Mr. Anernerny. That will be inserted at this point in the record. 
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(The document referred to follows :) 


STATEMENT OF THE DarRy SECTION OF THE WISCONSIN COUNCIL OF AGRICULTURE 
COOPERATIVE OF MADISON, WIS. 


The dairy section of the Wisconsin Council of Agriculture is an association of 
farmer owned and operated dairy cooperatives in the State of Wisconsin. The 
membership of the dairy section includes dairy processing and bargaining co- 
operatives whose over 40,000 farmer members produce and market more than 25 
percent of the milk produced in the State of Wisconsin. These dairy cooperatives 
of the dairy section of the Wisconsin Council of Agriculture represents all phases 
of the dairy industry in Wisconsin, including manufacturing of the various man- 
ufactured dairy products and distribution of grade A milk to the various fluid 
milk markets in the area. 

The following dairy cooperatives are members of the dairy section of the Wis- 
consin Council of Agriculture Cooperative: A-G Cooperative Creamery, Alto 
Cooperative Creamery, Antigo Milk Products Cooperative, Arctic Springs Co- 
operative Creamery, Badger Breeders Cooperative, Baldwin Cooperative 
Creamery Association, Barron Cooperative Creamery, Burlington Cooperative 
Pure Milk Association, Chippewa County Coop Dairy, Consolidated Badger Co- 
operative, Coon Valley Cooperative Creamery, Dairyland Cooperative Association, 
Dried Milk Products Cooperative, East Central Breeders Association, Ellsworth 
Cooperative Creamery, Farmers Cooperative Creamery Co., Flambeau Valley 
Farms Cooperative, Hillpoint Cooperative Dairies, Hub Dairy Cooperative, 
Kenosha Milk Producers Association, Lake to Lake Dairy Cooperative, Land 
O’Lakes Creameries, Inc., Madison Milk Producers Cooperative Association, Med- 
ford Cooperative Creamery Co., Norwalk Farmers Cooperative Creamery, 
Outagamie Producers Cooperative, Pure Milk Association, Pure Milk Products 
Cooperative, Richland Cooperative Creamery Co., Spooner Cooperative Creamery, 
Trempealeau Valley Dairy Cooperative, Tri-State Breeders Cooperative, Turtle 
Lake Cooperative Crreamery Association, Viroqua Cooperative Creamery Co., 
Wild Rose Creamery Cooperative, and Wisconsin Cheese Producérs Cooperative. 

One of the biggest causes of short-run agricultural price variability and longer 
term agricultural price depression is the large number of independent producing 
units which exist in agriculture. Production and marketing decisions are made 
independently by 4 million farmers with no attempt to integrate these decisions 
and appraise their effect on prices in light of the existing demand situation for 
their products. Production decisions are influenced more by the effect on produc- 
tion efficiency than by the demand for the product. Granting that production 
planning is not infallible in any industry, it is almost totally lacking in agricul- 
ture. Agriculture also lacks the further safeguard of inventory control when 
production decisions have been in error. Particularly in the case of such perish- 
able commodities as milk, all that is produced must be marketed from the farm. 
It must be processed into the less perishable manufactured dairy products be- 
fore it can be stored or held in inventory. But once it leaves the farm, it is out 
of the farmer’s control and it is of little consequence to the processor whether or 
not low farm prices prevail, as these low prices can be shifted back onto the 
farmer. (See table below and grapb of farm and retail prices). 


Dairy products: Retail costs, farm value, farm-retail spread, and farmer's 
share of the retail cost, 1947-56 


Farm-retail | Farmer's 
Year and quarter Retail cost | Farm value spread share 
(percent) 
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$161. 74 | $90. 59 | $71. 15 56 
179. 29 99. 69 79. 60 56 
166, 81 | 84. 71 82. 10 51 
163. 67 82. 65 81. 02 50 
183. 55 | 95, 62 87. 93 52 
191. 29 | 100. 93 | 90. 36 53 
187. 35 92. 29 95. 06 49 
181. 59 84. 64 96. 95 47 
181. 03 83. 67 97. 36 46 
185. 48 86. 64 98. 84 47 
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RETAIL COST, MARGIN AND FARM VALUE 


OF DAIRY PRODUCTS 





RETAIL COST 
$180 
$160 
$140 « 
$120 
‘$100 MARGIN 
FARM VALUE 











19h? 1950 1953 1956: | 


Data from U.S.D.A. = Misc. Publication No. 71 - "Farm-Retail Spreads For Food 
Products" =< Page 106 
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In our opinion, the self-help dairy stabilization program, as contained in 
H. R. 10043, H. R. 10060, H. R. 10211 and other similar bills, offers the potential 
whereby these two inadequacies in our dairy marketing structure may be rem- 
edied. These bills provide for the creation of an inventory management system 
through which dairy farmers pay the cost of storing and managing their own 
surplus inventory. They also provide for a base surplus pricing system which 
is compatible with the cost structure in agriculture and which can effectively 
use price to keep supply and demand in balance. 

It is quite generally recognized in the dairy industry that a small surplus 
of say 2 or 3 percent is necessary to facilitate efficient marketing and distribu- 
tion of dairy products. This is particularly true in the fluid milk markets, 
Milk production is a continuous process which goes on 7 days a week and which 
cannot be rescheduled or interrupted. Many of the processing phases of dairy 
marketing operate on 5-day weeks and observe holidays. There are also short- 
run variations in sales which cause sales to vary from day to day and which 
require a milk supply sufficient to cover the peak days of sales even though a 
surplus develops on the days with lower sales. The surpluses which result, 
however, are not sold in the form of lower priced fluid milk, but rather are 
processed into manufactured dairy products and sold-as such. The existence 
of this operating surplus benefits the consumers in the respect that prices do 
not increase whenever there is a temporary increase in sales. Under recent 
Government programs the surplus of the dairy industry has also been beneficial 
to the welfare of the Nation through the distribution of these vital foods to the 
needy, both in this country and abroad. It is not a benefit to the dairy farmer, 
however, as any surplus whether large or small tends to depreciate the price 
he receives for his milk and particularly if his milk is going into manufactured 
usage. 

The carrying of an operating surplus is not unique to the dairy industry. It 
is a common practice in merchandising to carry a stock somewhat larger than 
anticipated sales in order to meet unexpected orders. The thing that is unique 
is to throw this reserve supply on the market indiscriminately. Those in the 
retail trades who sell automobiles or clothing hold their clearance sales at 
times when they will not disrupt their regular markets for current models. 
By holding their surplus off the market until an off season, they are able to 
maintain their prices for the bulk of their sales. The loss which they take on 
the goods sold at the clearance sale is more than offset by the stable prices and 
profit margins they have enjoyed during their in-season selling. 

The sale of surplus dairy products outside of the normal channels of distri- 
bution constitutes just such a type of clearance sale. But if a million and a 
half dairy farmers without a national program try to individually handle their 
surplus, the result can be nothing other than a year around clearance sale and 
with clearance sale prices for all they produce. 

The present dairy price support program under the Agricultural Act of 1949 
provides an inventory management and clearance service for the dairy industry 
which is of great benefit to milk producers. It is, however, subject to consid- 
erable attack because it is provided at Government expense. Under the self- 
help proposal, dairy farmers would pay the cost of carrying their own inventory 
and the cost of disposing of their own surplus as other industries now do. 

The question of why dairy farmers need enabling legislation to manage their 
own inventories whereas other industries do it without legislation, is again 
answered by citing the number of producers in the dairy industry as compared 
with the number of producers in other industries. In many of the durable goods 
industries, there are only a very small number of producers selling on a given 
market—as few as 5 or 6 in some industries having substantial sales over nation- 
wide markets. In many of these cases, it is an advantage to consumers in the 
Nation as a whole to have these large firms dominating an industry as only very 
large-scale production and distribution facilities can achieve the efficiency neces- 
sary to provide goods at low costs. In these cases, there is only room for a very 
few firms large enough to achieve maximum efficiency within the entire industry. 
If there are only a few producers, it’s not too difficult to keep track of the others’ 
activities and to plan operations accordingly. In the dairy industry, however, 
if all dairy farmers were operating at maximum efficiency, there would still be 
hundreds of thousands of producers and no individual producer or even small 
group of producers would be able to predict what all of the other producers were 
going to do. With such a large group, it is almost essential that there be some 
unifying force if they are to compete with other economic forces in the market. 
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In localized markets and production areas, cooperatives can fill this role. Ina 
nationwide market and production area, such as exists for the manufactured 
dairy products, unity through Government action is almost an essential. 

The self-help dairy stabilization program also offers a means whereby excessive 
surplus production might be curtailed. Under the base surplus pricing system 
which would operate when surplus production goes beyond a certain point, the 
price-depressing effect of this surplus production would be focused directly on 
each producer’s contribution to this surplus. Under this two-price plan, the 
farmer’s production within his base would continue to yield a price in line with 
his production costs while the surplus price would tend to make surplus produc- 
tion unprofitable. This is the only type of pricing system which can, at the same 
time, insure adequate prices to commercial dairy farmers and keep production in 
line With the demand for dairy products. With the high proportion of fixed costs 
involved in milk production and the lack of alternative employment opportunities 
for dairy farmers and their production resources, we can expect to experience 
increasing milk production whether the price is relatively high or low. When 
prices are high, it is profitable for existing producers to expand their production 
and even for some additional producers to enter dairying. When prices are low, 
farmers seek to improve their efficiency and the path to greater efficiency is gen- 
erally through heavier production and more intensive use of existing production 
facilities. At any time when most of the firms within an industry are operating 
at a capacity lower than that at which they would achieve their minimum oper- 
ating cost, a one-price system will not bring supply and demand automatically 
into equilibrium as is so commonly assumed. A two-price system, as proposed 
in the self-help dairy stabilization program, is about the only way that price can 
be used as a regulator of production and as a means to equate supply and demand. 

As an illustration of the dairy production cost structure which the average 
Wisconsin dairy farmer faces in making his production decisions, data worked 
out by the dairy husbandry department at the University of Wisconsin show the 
effect of higher production per cow on the cost of producing 100 pounds of milk. 
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| | | Average 
| Other cost | Milkin- | Labor | Feed cost | production 


Level of production Feed cost | (labor not | come, $3.50 income | for100 | cost per 
(pounds of 4 percent milk) included) per 100 per cow pounds | hundred- 
pounds | | ofmilk | weight 
of milk 


5,000 $175 
7,000... 245 
9,000 315 
11,000. ) 385 
13,000... 455 


During recent years, the bulk of our increased production has come from 
increased production per cow, and analysis of D. H. I. A. records has indicated 
that probably as much as 70 percent of this increase in production per cow is 
due to heavier feeding. This data shows that the cost of producing a hundred- 
weight of milk declines steadily up to a level of production of 13,000 pounds per 
cow. Inasmuch as the average production per cow over the entire United States 
is Well below this 13,000-pound level, it can be expected that dairy farmers will 
continue to use this route to cost reduction in the event of a falling single 
price. With a two-price system, however, the price received for marginal in- 
creases in production (the surplus price) can be adjusted to a low enough level 
to discourage additional production while the price on production within allot- 
ments can be kept at a level adequate to compensate the producer for his pro- 
duction costs and provide an adequate level of income for the commercial dairy 
farmer. 

It is the opinion of our members that this program is uniquely suited to fit 
the problems of the present dairy price situation. The surplus milk that has 
been produced in recent years has actually been a very small percentage of the 
total milk production. In fact, it has not been much greater than what the 
industry feels is needed as a safe operating margin, but because of the inelastic 
demand for dairy products and the perishable nature of the product, the exist- 
ence of this surplus has created grave problems. The self-help dairy stabiliza- 
tion program would enable the dairy industry to live with this small amount 
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of surplus without precipitating price declines. Through the base-surplus pricing 
provisions of the program, it would be possible to prevent this surplus from grow- 
ing to unmanageable proportions. In seeking this enabling legislation, the dairy 
industry is asking only for permission to manage the marketing end of their 
business in much the same manner as most other industries in America now 
operate. 

The members of the dairy section of the Wisconsin Council of Agriculture 
Cooperatives have expressed almost unanimous support for the national self-help 
dairy stabilization program and urge the enactment of such legislation. 

Mr. Jurers. I would like to address some brief comments as to how 
we arrived at this position. 

On February 4 of this year our advisory committee of the dairy 
section, which has nine members representing our entire membership, 
both geographically and insofar as the type of cooperative operation 
they are in, met and after a lengthy discussion of all the alternatives 
available voted their approval of the self-help dairy program. 

Following this decision by the committee, we went out into the 
State and held a series of membership meetings, to which the members, 
board members, officers, and managers of these cooperatives came. 
We held a discussion at each of these meetings which lasted from 4 
to 5 hours, considering the general dairy situation, the self-help pro- 
gram, and alternative plans which might be used to improve the 
dairy price and income situation. 

At the conclusion of these meetings, we attempted to get an opinion 
voiced by our members as to how they felt about the self-help dairy 
program, and we received almost unanimous support for the self- help 
dairy program, with no member of ours indicating that they did not 
approve of this program. It was almost unanimous support for the 
self-help dairy program. 

I think that is all that I wanted to say. 

Mr. ApernetHy. Thank you very much. 

We have a quorum call in the House. 

Mr. Norton, are there some other statements that you wanted to go 
in the record ? 

Mr. Norron. Mr. Chairman, I would like to make one other very 
brief statement. 

This matter of education that you brought up is most important, and 
we have recognized that. And T do not know what the circulation of 
Hoard’s Dairyman is, but Mr. Knox is here, and he has done, through 
his magazine, an excellent job of bringing in detail—now, this has 
been specifically numbers and paragr aph by paragraph, detail to all 
dairy farmers throughout the entire country, the ramification of this 
program. 

And I do not think there is a dairy farmer who gets the magazine 
who is not able to recite pretty well what the self- help program will 
and will not do. Now, that has been in addition to our own coopera- 
tive work, and we certainly appreciate it. 

Mr. Tewes. In several instances, I can recall Mr. Knox has taken 
exact farm situations and said, “If you are a farmer, this is what is 
going to happen to you under this program,” just as c lear ly as it could 
be set out. 

Mr. Norton. That is correct. 

Mr. Jounson. I might say I have talked at meetings with Mr. Knox, 
and I know he has been in lots of areas of the State, farm areas, talking 
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of the self-help program. Has he a statement he wishes to put in the 
record ¢ 

Mr. Apernetuy. Mr. Norton, are there other statements that have 
not been included in the record 2 

Mr. Norton. There are no other statements. 

Mr. Asernetuy. Off the record. 

(Discussion off the record.) 

Mr. AseRNETHY. The committee will recess until 9:30 tomorrow 
morning. 

(Whereupon, at 12:15 p. m., the hearing was recessed until 9:30 
a.m. the following day, May 14, 1958.) 








DAIRY PRODUCTS PRICE-SUPPORT AND SELF-HELP 
POLICIES 


WEDNESDAY, MAY 14, 1958 


Hovusr or REPRESENTATIVES, 
SvuscoMMITTEE ON Datry Propwcrs, 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 9:40 a. m., in room 
1310, New House Office Building, Hon. Thomas G. Abernethy (chair- 
man of the subcommittee) presiding. 

Present: Representatives Abernethy, Polk, Johnson, Williams, 
Tewes, and Mr. Quie. 

Also present: John J. Heimburger, counsel. 

Mr. AnerNetruy. The subcommittee will come to order, please. 

The subcommittee is meeting this morning to take further testimony 
on the self-help bills. Our first witness will be Mr. Herschel Newsom, 
master of the National Grange. 

Mr. Newsom, we are always glad to have you. You may proceed in 
your own way. 


STATEMENT OF HERSCHEL NEWSOM, MASTER, NATIONAL GRANGE, 
ACCOMPANIED BY GORDON ZIMMERMAN, DIRECTOR OF RE- 
SEARCH, NATIONAL GRANGE 


Mr. Newsom. Mr. Chairman and members of the committee, I am 
aware of the time compulsion, but I suspect that we can make better 
use of our time by simply reading the statement. 

There are a few general statements I would like to niake about the 
proposed dairy legislation now being considered by this subcommittee 
before going into a more detailed discussion of some of the principal 
provisions of H. R. 10043. 

First, I want to express our appreciation to the chairman of this sub- 
committee, and to other Members of the Congress, for their coopera- 
tion in introducing self-help dairy legislation and encouraging wide- 
spread discussion of the proposal. All of these bills have served a 
constructive purpose because they have contributed to a great deal of 
new thought and discussion—not only in connection with the dairy 
program, but with respect to the total farm program and the relation- 
ship of agriculture to the rest of the Nation’s economy. 

Next, I want to state the obvious. The National Grange favors the 
proposed dairy stabilization program, with its self-help features, as 
set forth in H. R. 10043—the bill introduced by Mr. Abernethy at 
the joint request of the National Grange and the National Milk Pro- 
ducers Federation. 
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The National Grange has worked closely with the federation in the 
preparation of this legislation over a period of more than 2 years. 

We do not claim that we have a perfect bill. When it was intro- 
duced last January, it represented our best thinking on the subject at 
that time. Since ‘then, events and further discussions have led us to 
believe it can be improved by certain revisions. We intend to suggest 
these. 

As far as the Grange is concerned, we welcome recommendations 
which have for their purpose a better Dairy Stabilization Act. 

The dairy self-help bills are evidence of the growing support for the 
commodity-by-commodity approach to farm- -program development 
which has been advocated for many years by the Grange. It is our 
hope that H. R. 10043, with certain amendments, can be made a part 
of a successful omnibus farm bill covering several commodities during 
the present session of Congress. 

Drafting new and improved farm programs is a difficult job, to say 
the least, but it is an essential one. Agriculture is going through a 
major evolutionary process, because of technological developments, 
and the old programs are simply no longer adequate. We in the 
Grange recognize, and appreciate, the persiste nee and the earnest 
efforts of the Committee on Agriculture to serve the best interests of 
farmers and the Nation. 

As we consider the proposed Dairy Stabilization Act, we are aware 
that it represents, to a consider ‘able degree, a new concept in farm- 
program development. It is, in many ways, pioneering legislation. 
For example, the act would permit. milk producers to finance, in large 
measure, the operations of the dairy program. To this extent, ‘it 
would be a self-help program. As a corollary of their financial in- 
vestment in the program, the producers would gain certain marketing 
benefits, including the establishment of : . producer -oriented Dairy 
Stabilization Board to administer the ore am. 

It is time for a change in a number of our programs—time to work 
with new and promising alternatives to the present system. I do not 
advocate change Just to be changing—but to strike out in new direc- 
tions that are more realistic, more serviceable, and more nearly suited 
to the requirements ‘of the situation now facing us and lying still 
ahead of us. 

TRENDS AND PROSPECTS 


The trend of milk production in the United States since 1940 has 
been steadily upward. Last year it reached a new high of 126.4 billion 
pounds. Last year’s high production was ac hieved with the smallest 
number of milk cows on record dating back through 1924. 

The point, of course, is that annual output per milk cow is increas- 
ing. It has increased since 1944. It exceeded 5,000 pounds per cow 
for the ao time in 1947. It passed 6,000 pounds per cow in 1956— 
and last year it reached a record high rate of 6,162 pounds per cow. 

There is every reason to expect that this upward trend of milk 
production per cow will continue. 

This increased production—per cow and total volume—is coming 
from fewer farms. The 1954 census reported less than 3 million farms 
with milk cows—a decline of nearly 700,000 from the previous census 
of 1950. 
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All farms with milk cows do not sell milk or cream. The 1954 census 
reported that 934,000 farms sold milk, and 541,000 farms sold cream. 
At the time of the 1950 census, 1,097,000 farms were selling milk and 
862.000 farms were selling cream. 

In other words, fewer farms and fewer cows are producing more and 
more milk every year. We have not begun to reach the limits of this 
kind of production efficiency. 

Unfortunately, dairy-marketing efficiency in the United States—at 
least from the standpoint of the producer—has not kept pace with 
production efficiency. The average American family is spending + 
emaller percentage of its food budget on dairy products now than it 
did 10 years ago. Per capita consumption of butter is down. Per 
‘apita consumption of fluid milk and fluid cream is just about holding 
steady. Last year, according to preliminary estimates by the Depart- 
ment of Agriculture, it actually fell off 2.9 pounds per person. 

This is happening, I must point out, while we are in the midst of 
what is probably the greatest dairy-product selling campaign in the 
history of the industry. I do not know the extent of the combined 
expenditures for advertising and promotion on the part of the Amer- 
ican Dairy Association and ‘the di ulry-product distributing companies, 
but I strongly suspect they are now larger than they have ever been. 

The Grange has always been a strong supporter of all appropriate 
efforts to increase consumption of milk and dairy products. We 
support them today. 

From the standpoint of the producer, however, the fact of increased 
consumption—even when achieved—does not necessarily assure ben- 
efit to the producer or an increase in his net income. We are all 
well aware of what has been happening in recent. years to the farmer’s 
share of the consumer dollar. ‘There is little advantage to the pro- 
ducer in increased consumption if charges for transportation, process- 
ing, and distribution siphon off the benefits before they reach the farm. 

As a general statement, the bargaining position of the producer of 
any commodity is best when there is a shortage of the commodity 
or when there’ is a reasonable balance between “supply and demand. 
The producer’s bargaining position is weakest when there is excess 
of supply over demand. In this connection, it is pertinent to remind 
ourselves that existing dairy policy in the United States seems com- 
mitted to the production of a constant surplus, both nationally and 
individual milksheds. 

We operate on the proposition that. farmers will at all times pro- 
duce more than the cone so that. consumers will never run the 
risk of a shortage. We believe this is necessary. In providing this 
safety factor for consumers, farmers have been accepting for them- 
selves the financial risks inherent in chronic surplus. There is no 
evidence that this practice is going to be changed. Farmers are not 
suggesting a shortage of milk supply in order to enhance price. The 
self-help bill does not suggest such a shortage. The bill does intend, 
however, to bring production more nearly into balance with effective, 
commercial demand—even while continuing a managed surplus for 
the protection of consumers. 

There is no evidence to indicate that consumer demand, from in- 
creasing population or otherwise, will match or exceed the capacity 
of America’s dairy farmers and dairy herds to produce the milk and 
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dairy products needed. There is evidence that we have more than 
enough capacity to produce well above consumer requirements for 
a considerable time in the future. 

It is our position that farmers and consumers can both live satis- 
factorily with a managed surplus of about 2 percent—in the neigh- 
borhood of 2.3 billion pounds per year. But farmers are hurt in the 
pocketbook when an unmanaged surplus runs from 4 to 6 percent, 
During the last marketing year the Connimedity Credit Corporation 
made purchases of approximately 6.8 billion pounds—equivalent to 
about 6 percent of the total volume of milk marketed by farmers. 

The excess supply of manufactured dairy products, derived in part 
from the excess production for fluid-milk markets, serves to depress 
the dairy-price structure generally. Butter, cheese, and milk powder 
in the hands of the Commodity Credit Corpor ation, as a result of 
price-support buying operations, tends to hold down prices in the 
marketplace as long as CCC holds the stocks. 

This, then, is the situation: Milk production is increasing and prob- 
ably will continue to increase per cow and per farm for a “good many 
years to come. Per capita consumption is holding steady. The in- 
crease in United States population is expanding the market and add- 
ing to total consumption of milk and dairy products, but there is no 
good evidence that this demand will exceed supply for many years 
to come. 

The prospect is for continuing surplus production, not only be- 
sause the productive capacity is available but because we seem com- 
mitted in our country to excess production as a safety factor for 
consumers. 

Present price-support buying by the CCC has led to inventory 
holding operations which have a price-depressing influence. 

With production costs rising and a price squeeze in the market 
place, milk producers in many parts of the country find their position 
increasingly unsatisfactory. 

What prospect is ahead, then, under a continuation of the existing 
dairy program? We believe it will either force more and more farm- 
ers out of dairying, and/or steadily cut the net income of those who 
remain. 

Mr. Chairman, it is not necessary for me to read this page. 

Mr. Anernetuy. That will go in the record. 

(The portion of the statement referred to is as follows:) 

When the Grange dairy committee first met more than 2 years ago, it had 
no order or inclination to favor any special alternative to the present program. 
It did not meet to study or to endorse a self-help program. It started from 
seratch and reviewed what appeared to be every reasonable, and even unreason- 
able, alternative. 

Our committee reviewed the possibilities of continuing with some variation of 
the present program. It considered a dairy program providing compensatory 
payments to producers—with milk and dairy products selling in the market 
place for whatever prices the sunpply-demand situation would bring 

The committee considered a return to a completely free market—without either 
compensatory payments or price supports. It considered a public-utility type 
of program—with farmers producing milk under franchises, conditions, and 
prices established by the States. 

And it considered the self-help program proposal which had been advanced 
several years earlier by the National Milk Producers Federation. 

Parenthetically, I might say that during the time our committee was meeting 
with some regularity, there were a number of outbreaks of violence on the part 
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of dissatisfied dairymen in different parts of the country. We in the Grange 
do not believe dairy farmers can improve their income and gain market stability 
for their products by resorting to strikes. Neither violence nor union-type or- 
ganization, in our opinion, provide the answer to the difficulties facing dairy 
farmers. 

We do believe there is great promise in the concept of the self-help dairy 
stabilization program as set forth in H. R. 10043. 

Mr. Newsom. Some of this story was recited yesterday. I only 
want to say to you when we formed our dairy committee within the 
National Grange, neither we nor the members of the committee had 
any preconceived idea as to what kind of a dairy program we were 
going to eventually advocate. This committee met long and earnestly, 
and they considered every sort of a proposal that we have ever heard 
of, and found some merit in many of them. 

The key features of the program can be stated simply: We believe 
that a majority of dairy farmers will be willing to finance the disposal 
of dairy surplus production on a continuing basis (after allowing for 
a safety supply reserve) in order to stabilize and improve their market. 

The program provides for such financing through an assessment on 
each hundredweight of milk sold. During the first year of program 
operation, the assessment would be 25 cents per hundredweight. 

We believe that as a corollary of their financial participation, dairy 
farmers are entitled to a price stabilization program that provides a 
fair or optimum return—a return consistent with the return for labor, 
investment, risk, and management in other parts of the economy— 
rather than a minimum pr ice-support program. 

The concept, as we see it, is an extension of the philosophy of the 
existing Marketing Agreement Act. 

The dairy stabilization program provides for the appointment of 
a Dairy Stabilization Board of 15 members—to be named by the Presi- 
dent for three nominees selected by milk producers in each of the 15 
Federal dairy districts established. This Board would administer the 
program. Unlike the CCC, it could devote its entire attention to the 
dairy business. 

And I would call the attention of the committee to the fact that this 
is a tremendously important difference so far as the dairy program 
in the United States is concerned, from the situation wherein the one 
( nos Credit Corporation Board now deals with all products. 
I am sure I do not have to dwell on this further to point out that we 
do have opportunities that we are currently missing to earnestly dis- 
pose of to good purpose the sur alas dairy products held in this countr y: 

With its membership drawn from the ranks of milk producers and 
officers of dairy cooperative associations (or federations or marketing 
agencies owned or controlled by such cooperatives), there would be 
a reasonable expectation that the interests of producers would receive 
continuing consideration. 

In providing for the Dairy Stabilization Board we have drawn 
heavily for precedent and procedures on the Federal Farm Credit 
Board. The President appoints the Farm Credit Board members, 
with the advice and consent of the Senate, after giving consideration 
to the nominations of national farm loan associations, production 
credit associations, and cooperatives in each of the 12 farm credit 
districts. The Farm Credit Board, like the proposed Dairy Stabiliza- 
tion Board, is an independent agency in the executive branch of the 
Government, closely affiliated with the Department of Agriculture. 
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A major objective of the bill, of course, is to stabilize and improve 
the market for milk and dairy products. In part, this would be accom- 
plished by the relatively rapid disposal of surplus dairy products com- 
ing into possession of the Board tktoush its price-support operations. 

The level of price support is, quite naturally, a point of considerable 
importance. Section 76 of H. R. 10043 provides that the Board shall— 
support prices to producers for milk and butterfat for the marke ting year begin- 
ning April 1, 1959, at 90 percent of the parity price therefore, using the manu- 
facturing milk parity equivalent formula originally used under the Agricultural 
Act of 1949. * * * 

Since the introduction of H. R. 10043, however, there have been 
changes in the dairy situation which cause us to believe that the 90- 
percent price-support figure is too high. Based on the March 1958 
price of all milk, it would mean a support price of $3.98 a hundred. 
This is ob viously too sharp a change from the present level of $3.06. 

Accordingly, we recommend that the bill be amended to provide for 
price support beginning with the next marketing year at 80 percent 
of the parity price, using the manufacturing milk parity equivalent 
formula from the Agr icultural Act of 1949. This would mean a sup- 
port price of $3.54 per hundredweight. After deducting the assess- 
ment of 25 cents per hundredweight, it would mean a net price sup- 
port level to the producer of $3.29 per hundredweight—4 cents above 
last year’s support level and 23 cents above the current level. 

I would like to say to the committee, frankly, that this has been a 
somewhat painful decision for us to reach. We toyed first with the 
figure of about 8214, but we reached the conclusion, Mr. Chairman, 
that we must put emphasis on stabilizing or preventing a continued 
decline here. And we were willing to make some sacrifice even of 
the principle of the return, fair return here during this first year, 
to gain experience for the Board with the view that ‘this Board is, in 
all ‘probability, going to be made up of the right kind of people who 
will make the right kind of decisions. So we can live with this $3.25 
price-support level for the first year of operation if we can buy a pro- 
gram that gives us real promise for the future in the bargain. Now 
we recognize some of the difficulties that are in this proposal, but this 
is our best judgment as to what ought to be done at this time. 

The Grange has always insisted, however, that the concept of a 
self-help program and the establishment of such an improved pro- 
gram are even more important—well, I think I ad libbed this one. 

As a matter of fact, we emphasized our readiness to modify or 
compromise on most provisions of the bill in the interest of obtaining 
acceptable dairy legislation of benefit to farmers. 

I would like to say that it was rather disappointing to some of us 
to see the Department of Agriculture put the emphasis that they did 
on this 90-percent figure, and finally gained conference with them, 
and representatives of the milk producers as well as the Grange said, 
frankly, in our discussion with the Department people that this level 
of support should not stand in our way of getting this kind of a pro- 
gram into operation during the first year. ‘We were perfectly willing 
to modify this position. Yet, as I read the record, most of their testi- 
mony was predicated on the discreditation of this 90-percent level. I 
am sorry they did not give more attention to detailed suggestions as 
to how the basic oper ation of the program might be improved. 
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There is some criticism of section 40 of the bill—and Gordon, you 
correct me if in an attempt to go through the prepared statement I 
missed something—and this is the section, as I recall it, that has to 
do with the promotion. We certainly have supported ADA’s efforts 
vigorously, as I have already said. Now if this section offers any 
sort of a threat to the ADA promotion program, then we propose that 
this can be eliminated by simply saying that this section 40 is to be 
confined to foreign promotion, and may be we can stimulate ADA even 
more than we have done. We are not at any cross purpose with them. 

Mr. Tewes. May I interrupt there? 

Mr. Apernetuy. Yes. 

Mr. Trewes. Would you agree even to the point of phrasing this to 
say that this effort to promote dairy products be through existing 
agencies as much as possible ? 

“Mr. Newsom. Sure. 

Some questions have been raised as to the responsibilities which 
would be assigned to the Dairy Stabilization Board, and the relation- 
ship of the Board to the Secret ary of Agriculture. I doubt if we 
need to go further on that. We have been trying to reach an agree- 
ment with the Department of Agriculture as to what the relative 
responsibility of the Secretary would be. Some of us feel that maybe 
the Board ought definitely to be in the Department of Agriculture, 
and that we ought not. to be emphasizing the thing of making it an 
independent agency. But we have agreed on the | provisions ‘of the 
bill, we think they are the most reasonable sort of approach. 

It has been a little bit distressing to us, frankly, to find that some- 
times the Department has even suggested that maybe the veto power, 
if there is any, should be vested with the Federal Trade Commission 
‘rather than the Department of Agriculture. Maybe the committee 
will want to consider that, but we think it belongs in the Department 
of Agriculture. 

There should be a satisfactory recipe. 

Sections 45, 46, and 47 provide for certain supervision and control 
of the operations by the Secretary of Agriculture. We are simply 
saying to you we believe they are well drafted and soundly predicated, 
but we are not going to let any modification of those sections that the 
committee might deem desirable upset us at all. 

Questions have also been raised as to the Board’s operations in the 
export marketing field, and I think we have covered this. If this 
point is inadequately covered in the bill, we recommend the addition 
of appropriate language. 

There are a great many aspects of this bill which could be discussed 
at some length, as you are fully aware. I have touched on some that 
have seemed most pertinent. 

We are convinced that self-help dairy legislation, along the lines 
of H. R. 10043, would represent a major improvement in farm- 
program legislation. We believe it would materially benefit both milk 
producers and taxpayers. 

I would emphasize one final point. Enactment of this bill would 
not, by that action alone, put the self-help program into effect. This 
bill would first put the question up to the producers themselves in a 
referendum next September. We believe producers should be given 
a chance to vote in such a referendum. 
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Now, Mr. Chairman, I would only like to add, in about a minute and 
a half, that we in agriculture as well as other producers of new *ealth 
in this economy of ours are very seriously caught in a cost squeeze 
here that really threatens the whole economy. I am sure I do not have 
to say that to this committee, but I am only saying that our recogni- 
tion of this fact is the reason that we believe we must find new modes 
of providing protection for producers of new wealth. 

Frankly, I think when the story is fully told we will know that a 
part of the stoning and other disturbance in Latin America now con- 
cerning the Vice President of the United States probably is predicated 
on our attempts here to use a traditional, old protective mechanism 
such as tariffs and quotas to protect our producers of new wealth. 

Now I am not saying that we do not have a real problem in mining 
and in mineral production. Mars. Newsom and I were in Colorado last 
summer, and the situation was already bad then. There was unem- 
ployment out there. 

I have the feeling that some of the unemployment in Latin America 
that has been generated by some of our protective devices may be 
at the root of this. 

Now I am not saying that we must abandon a protective sort of 
situation, I am saying “that it is time for us to recognize that the 
initial protective devices which were designed to protect a manufac- 
turing industry and to get the growth of a manufacturing industry 
in this country are apparently all that we know to use yet, and we 
are trying now to apply them to mining and to agric ulture, to lumber, 
and this is generating a problem. 

Now we are trying, if you please, to find a new method of providing 
some protection for the producers of a vitally important commodity 
here against the proposition of having a relatively small excess pro- 
duction destroy the market for the whole thing. To some extent, sir, 
this is a bit like a collective bargaining device. To be sure, it borders 
closely on cartel and on monopolistic approach. This is why we recog- 
nize there is danger in this kind of an approach. But we think we are 
trying to safeguard the interests of the Nation against all ious 
dangers. But we do have a serious problem, as every one of you know, 
and this is our best estimate as to how we ought to be approaching the 
one in the dairy industry now. 

Mr. Anernetuy. Thank you very much. Mr, Newsom. 

Any questions from members of the ¢ oramayeet 2 

Mr. Tewes. You were here yesterday, Mr. Newsom, when I made 
my promise that I was going to ask the same question of all the groups? 

Mr. Newsom. Yes, sir. 

Mr. Tewes. Can you tell me for the record, again, the nature of the 
membership that you are representing in your statement here tod: ay ! 

In case you missed my prefacing remarks— 

Mr. Newsom. No, I did not miss them. 

Frankly, our membership is almost entirely a rural membership. 
It is predominantly an active farm membership. We have rural 
and farm families in the Grange and approximate y 7,000 subordinate 
community units across the Nation that meet on an average of twice 
a week, and our programs generate through these meetings of the com- 
mittees and find their pronouncements in State conventions, and 
finally in a national convention. 
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Now we have no accurate way of determining the full breakdown 
or composition of our Grange membership, but our best estimate 
recently, when someone asked why we were putting all of this effort 
into a dairy program—we have a perfectly good answer, we believe 
that somewhere between 30 and 33 percent of our total Grange mem- 
bership would be more accurately cataloged as dairy farmers than as 
any other particular kind of farmer. If that answers your question. 

And in Congressman William’s area, for example, a vast percentage 
of our Grange members are dairy people. 

Mr. Winttams. Y es, sir; that is true. 

Mr. Apernetuy. Are there further questions? 

Mr. Jounson. I have one question I would like to ask. I notice in 
this legislation that you do not impose the quotas until the end of 
the year. Do you see any reason why they should not start out, so 
the farmer would know when he is voting on this, he is going to get 
quotas eventually? What is the reason it has been left out-— 

Mr. Newsom. Well, there are several reasons. I do not know how 
much time we should use, Mr. Chairman. I am aware of your diffi- 
culty 

Mr. Jounson. This is the only question I have, so—— 

Mr. Newsom. Our original program was predicated on a base 
surplus pricing arrangement to start with. The milk producers with 
whom we have worked very happily for this 2-year period had not 
felt that the base surplus pricing program would be necessary. We 
have agreed that we are going to try it for a year without the base 
surplus pricing program, “but that if we find that the 25 cents per 
100 on the total production is not going to be adequate, and we think 
it might not be adequate, unless we sacrifice too much in the way of 
support level—this is another reason, sir, back of our willingness to 
go just about as low as we think farmers can afford to let us go in 
this support level in the initial year’s period, because the higher you 
put this support level the more risk you involve in pricing the by- 
products, butter and cheese primarily, out of the market and have an 
accumulation develop. And we do not want to run that risk unneces- 
sarily anywhere along the line, certainly not the first year. 

What I am saying to you that I believe that by reasonable tem- 
erance here in the “support level for the first year we will have a 
asis for deciding where we can go to in support level the second 
year and what kind of fees we are going to have to collect. 

Mr. Jounson. The only reason “T am asking that question is, isn’t 
there a chance that you might break the thing the first year and that 
would start us off badly? The surplus is certainly going to be the 
same as it is at the present time, it is not going to go down. Do you 
think it might go down? 

Mr. Newsom. No, I do not conceive it is going to go down. But I 
do not really believe there is too much prospect of breaking the thing. 
Don’t forget this, our present program is costing directly “somewhere 
in the neighborhood of $400 million this year, it cost about $550 
million last year. Now if the program itself loses half of the $350 
million that we have authorized it to borrow from Commodity Credit 
Corporation in the first year, or while we are getting the program 
established, it is still a good investment. And I do not think it will. 
I cannot prove that it won’t, of course. I can prove to my own satis- 
faction it is not going to lose very much. 
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Mr. Jounson. That is all. 

Mr. Asernetuy. Mr. Quie. 

Mr. Quire. Mr. Newsom, do you think that farmers belonging to 
cooperatives ought to be able to vote by block voting, or do you think 
voting ought to be by individual farmers? 

Mr. Newsom. Well, I was interested in this discussion yesterday. I 
would say to you I do not know that it makes too much difference to 
me. What we were doing was following the pattern that the Con- 
gress laid down in the marketing orders section of, I believe it was, 
the 1938 act, Mr. Chairman. In connection with marketing orders, 
block voting is provided. And as far as I know, it has worked very 
well. 

Mr. Aperneruy. You have not seen my mail. [Laughter] I get a 
lot of complaints about that. 

Mr. Newsom. Well, I think this is wholesome, that you are getting 
complaints. We get some, too, and quite often they are helpful. 

But I am not sure that—well, 1 am not trying to defend the block 
voting, but I am saying that I think we ought. to study the record 
of results from the block voting that we have been having before we 
abandon it. I think it has some merit. 

Mr. Jounson. In the five basic commodities, on their votes there 
is no block voting on those referendums / 

Mr. Newsom. No. 

Mr. Quire. And the second question: As to the persons who can 
serve on the Dairy Stabilization Board, it states that farmers, dairy 
farmers can, or milk producers, and also officers of dairy cooperative 
associations. 

That means that if, we will say, in a city where a cooperative asso- 
ciation is distributing milk, one of the officers of that association 
would have a chance to be on the Dairy Stabilization Board; but if a 
private company was in the milk distributing business no one would 
be able to serve on the Board ? 

Mr. Newsom. That is right, and there is a very definite reason for 
that, as you have probably recognized. Producers themselves are 
putting up the money to pay for the costs of this program and we 
believe representatives of producers are the only people who ought to 

serve on the Board to determine how and why that money is spent. 

Mr. Qure. Do you think that officers of the dairy association who 
are not “farmers, ‘who are not milk producers at the time should be 
allowed to serve on that Board ¢ 

Mr. Newsom. We think so to some extent. We hope we get a bal- 
anced Board. Of course, this is pretty important, but we will have to 
try to be sure that we get the right kind of a Board. 

Mr. ZimmMeRMAN. M: ay I interject something here ? 

I think the staffing of officers of many of our cooperative associa- 
tions would show that these men were formerly dairy farmers, have 
had a lifetime of experience in it, and have moyed off of the farm to 

take full-time work with these associations, and probably represent 
some of the most knowledgable and able dairy farmer representation 
in the country actually, This is our feeling about it. 

Some of the men who are on our committee have spent a very large 
share of their lifetime as dairy farmers, and now work for or are 
officers of cooperative associations. And it would seem to us that it 
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would be a misuse of available talent if there was not a possibility 
for at least some of these men to serve dairy farmer interests. 

Mr. Jounson. What kind of organization would that part on page 8 
take in, right down at the bottom of the page? 


or federations or marketing agencies owned and controlled by such cooperatives? 

Mr. ZimMeRMAN. National Milk Producers Federation would be 
one. The mutual federation. There are, as you know, many federa- 
tions of cooperatives. The same situation would apply there. 

This would make it technically possible, for instance, for Mr. 
Norton, who testified here yesterday, to be elected if anyone wanted 
to vote for him. 

Mr. Jonnson. It would not allow the officers of the National 
Grange to be on it ¢ 

Mr. ZIMMERMAN. No, sir. 

Mr. Jonson. I see. That is all. 

Mr. Apernetny. Mr. Tewes. 

Mr. Tewes. I think you recognize, Mr. Newsom, that your testi- 
mony here is pivotal because you represent one of the organizations 
which has done a good deal of the groundwork for originating this 
legislation. I think you also recognize that legislation. is a matter 
of compromise and that the first draft on any bill very rarely goes 
anywhere in Congress. 

‘And for the record, I would just like to ask, can you characterize 
your attitude and that of your organization as being concilitatory ? 
‘Are you willing to sit down and hammer out the details of this 
program, not all nec essarily in complete accord with the proposals 
which have thus far been submitted to the Congress ? 

Mr. Newsom. You certainly may. If there is any one thing I 
would like to emphasize above all others, it is that we are concerned 
in making some progress here and starting in a right direction. And 
one of the most inspiring experiences I have ever had in my life has 
been the privilege of working with some of the subcommittees of 
this House Agriculture Committee in conference. And we are per- 
fectly willing to concede points here and there so long as we do not 
lose the basic philosophy that we are seeking to serve. And if 
someone can change our mind on that, I think we are open to be 
changed. ‘ 

Mr. Tewes. Could you make any members of your staff available 
to the subcommittee if we were to go into a conference with various 
interested people to formulate a bill ; 

Mr. Newsom. We will be delighted to do that. 

Mr. Tewes. Thank you. 

Mr. Anernetruy. Mr. Johnson. 

Mr. Jonnson. I might say for the record I have seen the Grange 
working with the Grange subcommittee in quite a few sessions trying 
to formulate a bill. 

Mr. Zimmerman. Mr. Chairman, can I correct the record ? 

I indicated a few moments ago that Mr. Norton of the Milk Pro- 
ducers Federation would be eligible. He would not be. It just 
occurred to me he is not an officer of the federation, he is an employee. 
He is not an elected officer. 

I just wanted to make that correction before I get Mr. Norton and 
myself in trouble. 
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Mr. Apernetny. Any further questions / 

Mr. Newsom, I have a few questions I would like to ask. I presume 
you either heard, or have read the Secretary’s statement before the 
committee on this subject. 

Mr. Newsom. Yes, sir. 

Mr. Anernetuy. And, of course, you are well aware of his objec- 
tion to various provisions and to the legislation in general. _ Is it pos- 
sible for you and your organization, and the Milk Producers Federa- 
tion, which are the sponsors of the legislation, to redraft some of these 
provisions so as to eliminate some or all of the Secretary’s objections? 

Mr. Newsom. I do not mind taking the responsibility. I am not 
prepared to promise you too much prospect of success. 

We have been attempting this. Now I do not want to leave the 
wrong inference—— 

Mr. Anernetrny. You are aware of the fact that of all the programs 
that we have, that every subcommittee of this committee right now is 
attempting to bring, as far as possible, the views of the Department 
into pending legislation. 

You know that is what we are trying todo. And I think you will 
agree with me that unless some of the objections of the Department 
are met, this would be a fatal effort. I mean by that, I do not think 
this effort would succeed. 

Now, you are much more familiar with this subject, you and the 
federation—it is your bill—than we are. So I am just wondering if 
you might give some consideration and thought to that. 

Mr. Newsom. We have, and we will continue to do the very best 
that we can. 

Mr. Apernetuy. All right, now, I want to make these as rapid as 
Iean. Who could vote in this referendum ? 

Mr. Newsom. Who could vote? 

Mr. Asernetuy. Yes, who would be the people who could vote? 

Mr. ZimMerMAN. All bona fide dairy farmer ? 

Mr. Aperneruy. What isa bona fide dairy farmer? 

Mr. ZimmMerMAN. This would be a farmer, in our view, who derived 
the principle source of his income from dairying or a predominate 
part of it, kept—— 

Mr. Aperneruy. What does the bill say about that ? 

Mr. ZimMerMAN. The bill does not elaborate on the definition. We 
could do that. 

Mr. Aperneruy. Well, now, who is more able to define what isa 
bona fide dairy farmer than the sponsors of the bill ? 

Mr. ZimmMeRMAN. We—— 

Mr. Apernetuy. Sir? 

Mr. Newsom. We will attempt it. 

Mr. Anernetuy. Now you say he must get his principal source of 
income from dairying. There are many farmers of the country who 
produce 4 or 5 crops, they market 4 or 5 crops, as many as 3, as many 
as 4, and in 1 or 2 instances I know of right here on the Hill, there 
are farmers Members who are producers of 5 crops, none of whom 
can say the major part of the income comes from either one of 
those crops. Still, they are eligible to vote in their present programs 
for each crop. And if a man markets any milk at all, why would he 
not be eligible to vote? 

Why should he not be, I mean? 
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Mr. Newsom. I am not sure, Mr. Chairman, that Gordon has given 
you an accurate answer. 

One page 7 of your bill 

Mr. ABeRNETHY. You mean of your bill. [Laughter. | 

Mr. Newsom. Well, the one you were good enough to introduce for 
us. I accept the correction, thank you. 

Mr. Aserneruy. I do not want to be too technical, but I want to 
keep the record straight. 

Mr. Newsom. So do we. 

Mr. Aperneruy. On page what? 

Mr. Newsom. Page 7, line 1: 

“Milk producer” means any person engaged in the production of milk or butter- 
fat for market. 

Mr. Apernetuy. Well, I think that clears that up. If he has mar- 
keted one can of milk per year, he would be eligible to vote ¢ 

Mr. Newsom. Yes, indeed. 

Mr. ApernetHy. That would be true within that definition. You 
indicate that there is a surplus of about 4 to 6 percent. It is your 
estimate that it is 4 to 6 percent that we are now taking off the mar- 
ket. You also say that if this surplus is disposed of in the manner and 
means provided for in the bill, that it would put the dairy farmers, the 
dairy industry of the country, on a sound, profitable basis. That is 
your opinion ¢ 

Mr. Newsom. That is right. 

Mr. Apernetuy. Ail right, now, if that is your opinion, how is it 
that the present removal from the market of the 6 percent by the 
Commodity Credit Corporation has not accomplished the same thing? 

Mr. Newsom. Well, there are two important facts to remember. 
First of all, the present operation is strictly and purely a govern- 
mental operation, and there is always the danger and the threat, or 
the uncertainty, to say the least, as to what the ¢ ‘ommodity Credit 
Corporation is going to do with the commodity, and when they may 
sell it in the domestic market, or how they might otherwise h: indle it. 

Mr. Apsernetuy. All right, could we solve that by completely 
separating from the commercial market the quantity of milk and milk 
products that the ¢ ‘ommodity Credit Corporation now takes off the 
market, and prohibit it specifically from moving it back into commer- 
cial channels? 

Mr. Newsom. Well, I expect that we could go some of it——— 

Mr. Asernetuy. The reason I asked the question is this, if the 
removal of 4 to 6 percent would do this job, why wouldn't it be the 
more simple thing and the more satisfactory thing, for the thousands 
of dairy farmers in this country, to just simply “prohibit the move- 
ment of the acquired surplus commodities back into the commercial 
market, than it would to go through all of the ramifications that this 
bill provides? Why wouldn’t that be the more simple, the more 
effective, and the more satisfactory thing to do? 

Mr. Newsom. This is a vastly different question than the one you 
originally asked. 

Mr. Anernetuy. It led up to that question. 

Mr. Newsom. Yes. Well of course, it would be more simple, but 
it would be ineffective in our opinion, because first of all, the very 
instrumentality that would effect the freeze could at any given time 
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unfreeze it. This is the first proposition, there would always be that 
possibility. 

Mr. Asernetruy. You could not do it except by an act of Congress? 

Mr. Newsom. That is right. But it could be done. 

Mr. Aserneruy. They could still undo this self-help bill by an act 
of Congress, too. 

Mr. Newsom. Yes, indeed. 

Mr. AnerNerny. So we square off on that one. I do not think you 
have given a good answer, with all deference. 

Mr. Newsom. Well, all right, sir, I will accept your opinion. 

Mr. Apernetuy. Because that possibility prevails as to both, either 
this proposed bill or as to bill or law. 

Mr. Newsom. But there is a much better answer than that is, that 
if this quantity is held by a board of producers itself, and its financing 
comes from the producers themselves, then we have 

Mr. Anernetuy. You mean part of the financing ? 

Mr. Newsom. All of it. 

Mr. Asernetuy. Well I understood you had borrowing power up 
to $350 million, secured only, though, by the commodities which you 
are taking off the market. 

Mr. Newsom. This is for the first year, and there may be some 
question as to whether this thing, depending on the level of support 
that is established, whether it pays its way the first year. But we 
intend for it to pay its way, sir, in the subseque nt years. 

And the point that I am making is that we can once and for all 
separate the matter of a bargaining or price supporting mechanism 
here from the politics of whether or not we are going to spend some 
public money for a school-lunch program. Let’s decide these ques- 
tions on the basis of nutrition for the children in this country, let’s 
decide our questions as to disposal in India in connection with Pub- 
lic Law 480, and so forth, on the basis of what we can best use these 
commodities for, not on the basis of trying to support income of 
dairy farmers and get the whole subject matter confused. 

Philosophie ally ‘there is an even more important answer, sir, to 
your question than all of these, and that is that we believe funda- 
mentally in the principle of helping ourselves here. And even 
though we have a vast number of producers here, and we are going 
to have to use Government authority to provide the mechanism to do 
it, we still want to stay as close to this principle. We want to pay 
our way into this program, we want the right to take these commodli- 
ties out of the primary market which must be the source of our in- 
come and dispose of them in manners that will not destroy the income 
of the producers, and still not interfere with foreign policy, or with 
any other governmental policy. And we believe it can be done. 

Actu ally, we could be ahead of the game if we were to dump the 
surplus in the ocean, but as President Eisenhower has so well said 

Mr. Asernetuy. I do not think anyone would want to do that. 

Mr. Newsom. This thing is unconscionable, and I do not think, we 
do not think, it is necessary to even think a second time about that 
kind of a disposition. 

Mr. Asernetuy. Now as I understand, this would be in substitu- 
tion of the current program. Would you want the current price 
support program repealed and this substituted in its place? 
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Mr. Newsom. Yes. 
Mr. Anernetuy. Do you carry a provision in this bill for the repeal 
of all other price support authority that is now in the law once this 
becomes law ? 

Mr. Newsom. I am sure that we must. 

Mr. ZimMeERMAN. It is not a repeal, Mr. Chairman. I believe it 
depends upon the outcome of the referendum. The present price 
support becomes inapplicative. It is held in the event of a subse- 
quent referendum which might cancel out the dairy stabilization pro- 
gram provided in this act. 

Mr. Anernetuy. I see. Would you have the referendum annually, 
or would there be one referendum for all time to come ? 

Mr. ZimmerMAN. There would be an initial referendum as to the 
initiation of such a program. Thereafter there would be a referen- 
dum at the initiation of producers, 10 percent who might want to 
modify or test the continuance. 

Mr. Apernetuy. I see. Is it your idea that once the referendum 
is had and it passes, the current law should stand repealed ? 

Mr. Newsom. That is right. No; it should stand inoperative. I 
think the word Mr. Zimmerman used is accurate; it should stand in- 
operative pending the possibility that a new referendum might be 
called for by producers, and then the existing law would be held 

ready to go into operation in the event a referendum to repeal this 
program might succeed. 

Mr. Apernetuy. Well, then, as I understand, the National Grange 
and the Milk Producers Federation is not ready to accept this in 
absolute substitution of what you have / 

Mr. Newsom. We are, sir, but we believe that producers 

Mr. Aserneruy. All right, then, once it is adopted, is it the recom- 
mendation of the Grange and the Milk Producers Federation that the 
present laws stand repealed ¢ 

Mr. Newsom. No; because we think this decision should rest with 
the producers through the referendum. 

Mr. Anerneruy. Is it the opinion of your organization and the 
Milk Producers Federation that the other program of price supports 
be continued ¢ 

Mr. ZimMERMAN. You mean school milk, Mr. Chairman, and so on? 

Mr. = sERNETHY. Yes. 

Mr. ZimMERMAN. Definitely. 

Mr. Apernetuy. That is a surplus program—for the removal of 
surplus 

Mr. ZimmMerMaAN. That is right. 

Mr. Anernerny. It is to be continued? Not repealed. 

Mr. Newsom. That is right, on their merit. Not for the sake of 
supporting dairy prices, but where they have merit we think they 
should be continued. 

Mr. Anernetuy. All right, 1 have one other thing I would like to 
inquire about. 

You say we would start out with 80 percent of eS That would 
give you $3.56 per hundred, less 25 cents, or a net of $3.29 per hundred. 
How much better off would the dairy industry be, the dairy farmers, 
with that sort of a price, with this type of checkoff—and I am not 
asking this critically, but this is a very intricate program, there is 
no question about that, and I do not think anyone would deny it. 
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Mr. Newsom. We do not. 

Mr. Asernetuy. How much better off, in your judgment, would 
dairy farmers be, pricewise, incomewise, under this program, the 
self-help program, than they would be under the present law ¢ 

Mr. Newsom. We think about $300 million better off the first year 
of operation. 

Mr. Apernetuy. Let’s take that example farmer I had yesterday 
who, say, is marketing about 300,000 pounds of milk a year. How 
much better off would he be in dollars and cents, if any ‘ 

Mr. Newsom. He would be about 23 cents per hundred pounds bet- 
ter off. That would be between $7,000 and $7,500 better off. 

Mr. AsperNETHY. Between what? 

Mr. Newsom. Wait a minute. I got my decimal point in the wrong 
place—$750 better off. 

Mr. AsernetHy. $750 better off. That is what percent of his gross 
income ¢ 

Mr. Newsom. Well, it would be about 14 percent. 

Mr. Apernetuy. I do not figure it to be that much. 

Mr. Newsom. It would be whatever percentage 25 cents is of $3.30, 
approximately. 

Mr. AserNerHuy. Well, suppose his quota is lower, and that is pos- 
sible under this as I understand, and he will have a quota 

Mr. Newsom. You are talking about after the first year ? 

Mr. Anernetuy. Yes. He will have a quota. 

Mr. Newsom. Well, this is an even more favorable position for the 
man, in our opinion, because we visualize the possibility of estab- 
lishing a slightly higher support level in the second year, and therefore 
he would be better off even if he only has the full support on perhaps 
94 or 95 percent of his production base. 

Mr. AsernetHy. Another problem we have right now in this com- 
mittee is selling the various programs to the Congress. There was 
a time—and it was much more in balance when I came here than it is 
now—when the farmers of the country had a pretty good block over 
in the House of Representatives. But that has changed. We do not 
have the votes over there we used to have. 

There has been a tremendous play to the consuming public in the 
last few years, and it has very materially affected the votes in the 
House and the Senate. You are aware of that ? 

Mr. Newsom. Weare. 

Mr. ABERNETHY. The Secretary has stated that—I do not know 
whether it is accurate or not—that this would result in milk being in- 
creased by 3 cents a quart. Now that is not going to influence many 
votes in the House for the bill; is it ? 4 

Mr. Newsom. Well this statement is a false statement, if it has been 
made, and I am aware that some comparable statements have been 
made. 

Mr. ABERNETHY. It would not increase the price by 3 cents a quart ? 

Mr. Newsom. No. 

Mr. AnernetHY. How much would it increase: any ? 

Mr. Newsom. Probably a cent a quart. 

Mr. Anernetuy. A cent a quart. 

Mr. ZIMMERMAN. Mr. Chairman, may I interject here a moment? 

I think there may be a little difference here, depending upon the 
price support levels we are now talking about. The $3.98 cents, which 
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would be the price support level at 90 percent, as in the bill, would 
undoubtedly tend to increase the price of milk to consumers more than 
the level that I believe Mr. Newsom is now talking about, which is the 
80 percent level we had suggested this morning. 

Mr. Newsom. That would not amount to 3 cents. 

Mr. ZimmerMAN. I would doubt, it, but certainly there is a dis- 
tinction here. And what we are talking about is something, Mr. 
Chairman, at 80 percent, which we believe is a rock-bottom figure, or 
8214 percent—— 

Mr. Jounson. How much did milk go down when Mr. Benson 
lowered the price from $3.26 to $3.02 ? 

Mr. ZimMERMAN. The price of milk to the consumer is not always 
readily responsive to what happens to producers. The consumers do 
not always get the benefit, certainly, when the price goes down to 
producers. 

Mr. AsernerHy. You say 80 percent. You now have a support 
price of 75 percent, and there is always a possibility of it being more. 
You have had 83 percent. And at the time when you had 83 per- 
cent, you were sponsoring this bill. 

Mr. ZIMMERMAN. Yes, sir. 

Mr. Asernetuy. In a general way, do you sincerely entertain the 
opinion that the dairy farmer would be better off with this program 
at 80 percent of parity, with quotas, with referendum, with trips to 
the courthouse and other things that go along with it ? 

Do you think they would be better off and they would be more 
pleased with the program set forth in H. R. 10043, than with what 
they have now? 

Mr. Newsom. Yes, indeed. 

Although I would say, if time permitted at all, I would like to go 
into your question because you have included in this question some 
facts that are not quite accurate. 

I mean, you talk about quotas with 80 percent. Well, the 80 per- 
cent is what we are proposing for a year when quotas are not yet 
established. And when quotas would become operative in subse- 
quent years, then the support level becomes different, and the 25-cent 
fee probably declines to a 15-cent fee per hundred on the base amount, 
and a higher amount—well, we will have to have an opportunity, if 
we may, to discuss this one in conference at greater length than is 
afforded now to be sure that we iron out all of these conflicts. 

Mr. Asernetuy. Would you be willing to leave it to the discretion 
of the Secretary as to whether or not he submits this matter to a 
referendum this fall ? 

Mr. Newsom. I do not think so. If this is the committee’s judg- 
ment, and it is the best the committee is willing to do, we will go with 
it. But I think we ought to make the decision on the Hill here after 
due course of conference and hearings. 

Mr. Apernetuy. Have you counseled with any of the Secretary’s 
Advisory Committee about this bill? 

Mr. Newsom. Yes, sir. 

Mr. ABerNetuy. Did you make any headway with them ? 

Mr. Newsom. And with his staff. Well, I think we can say we have 
made some headway. In the last conference with the staff people we 
found several of them said if we were willing to recede from this 





524 DAIRY PRODUCTS PRICE SUPPORT 


90-percent figure it would make a vast amount of difference and the 
program might readily become more acceptable. 

Mr. Anernetuy. He referred to a self-help bill that they were work- 
ing on, a program that they were working on, that he identifies as a 
truly self-help bill. Do you know anything about that ? 

Mr. Newsom. Not in detail. 

Mr. AnerNetuy. Have you seen it ? 

Mr. Newsom. No. 

Mr. ApernetHy. You have not seen it. 

Mr. Newsom. We have asked for re Pee of knowing about it, 
and I think eventually we might get it, but I am afraid we are not 
going to get it in time to help the dSiber ations of this committee. 

Mr. Anernetuy. Allr ight ; I believe that is all. 

Any questions ? 

Mr. Jounson. All I want to know is are you satisfied with the way 
this bill describes deficiency areas? There is some talk about it, that it 
may be lots larger than what it is held out. Do you think there should 
be a definition in the bill of what a deficiency area is ? 

Mr. Newsom. I was satisfied at the time, although I confess that 
it has been wrong enough that I am not sure now what it provides. 

Mr. Jonnson. It is on page 33 of the bill. I have been trying to 
find it mentioned somewhere else, and that is the only place I see it. 
At the bottom of the page. 

Is your draft the same as this? 

Mr. Newsom. Yes, sir; just a different printing. 

Mr. Jonnson. Section 57. 

Mr. Newsom. All right, I have it. 

Mr. Jonnson. It may be described somewhere else, but I have not 
been able to'find it. 

Mr. Newsom. Are you familiar enough with it to comment on it, 
Gordon ? 

What is your question now / 

Mr. Jonnson. I say, would you be willing to have the definition of 
the deficiency areas further defined in the ‘ill so there would be no 
question of where a deficiency area is? 

Mr. ZimmeRMAN. We had, Mr. Congressman, very extensive dis- 
cussions on this issue. One of the members of our committee repre- 
sented Southern Dairy, at least until very recently, it has regarded 
itself as a deficit area. This was Mr. Lytle from North Carolina. 
And there was as much debate about this issue as almost any other 
one we had. 

You can get into a long discussion as to whether or not there is any 
truly deficit area in the country because there is, apparently, always 
some milk somewhere within reasonably quick transport to get it 
there. We very frankly, put it in here and left it to the discretion of 
the Board, or the judgment of the Board, in order to avoid trying to 
write language in a bill which would be restrictive or limiting, that 
might provide inequities. 

Mr. Jonnson. I think you know the position we are in in Wiscon- 
sin and Minnesota. We do not want to be the only deficiency areas 
in the United States. And there is a possibility, if you start to take 
butter and cheese and dried milk into consideration, there would be 
a lot more deficient areas than there are when you just take fluid 


milk. 
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Mr. Asernetuy. Where is that section? 

Mr. Newsom. Section 57, page 33, Mr. Chairman. 

Mr. AperNetuy. Mr. Tewes. 

Mr. Tewes. Mr. Newsom, at the present time and under our present 

rograms the dairy farmer’s welfare is considerably influenced by 
etore which are entirely outside the economics of farming. For 
instance, it is affected by whether there is an election this year or next 
year ; isn’t that correct ? 

Mr. Newsom. I think so. 

Mr. Trewes. So that money, or a 5-cent spread, is not all that is in- 
volved in the enactment of this program. 

Mr. Newsom. That is right. 

Mr. Tewes. We are looking, those who are supporting this principle, 
for a chance for the farmer to make his own decisions based upon his 
own economic requirements. As an academic question, it is plausible 
to say, therefore, that if he were on a truly self-help program, making 
his own decisions, and not even getting a penny more, he would have 
some intangible values which would be worth a good deal to him? 

Mr. Newsom. We think it is tremendously important. 

Mr. Trewes. Now some reference has been made here to the fact 
that the full Agriculture Committee is attempting to get together 
one large bill. ‘The object is to avoid inserting anything which might 
bring down the wrath of the Agriculture Department. On that score, 
as you know, a good deal of finger pointing has been done toward 
the dairy self-help bill, and this has been described as a reason why 
it cannot be accomplished now. 

Are you familiar with the other programs which are being dis- 
cussed in the Wheat Committee an the Feed Grains Subcommittee, 
and those others, in a general way ? 

Mr. Newsom. Reasonably so. 

Mr. Tewes. Is it your opinion that all of those are free and clear 
of any objections from the Agriculture Department ? 

Mr. Newsom. No, not at all. Our wheat-certificate program, which 
has been twice passed by the House of Representatives and once by 
the Senate, has never been accepted by the top staff at the Depart- 
ment of Agriculture. We certainly hope that it can be a part of the 
omnibus bill. 

Now we want to make peace with the Department of Agriculture, 
but we want to establish a definite sense of direction here that is going 
to be valuable even if we may have to urge them to make some con- 
cessions somewhere along the line or more vigorously than we have 
thus far been able to do. I do not think that all of the Department 
of Agriculture is even agreeable to the extension of the Wool Act. 
They have some rather serious objections to it. And I hope that 
this isa part of the omnibus bill. 

Mr. Trewes. While it is true that the Secretary was invited down 
here specifically to testify on dairying, and dairying only, and a full 
committee hearing, a full-dress hearing, was held on this matter, so 
that his objections would be spotlighted, is this program, as far as 
you know, in any greater disrepute with the Agriculture than some of 
the other programs being presented to the full committee? 

Mr. Newsom. I think, frankly, it is in less disrepute. 

Mr. Asernetuy. I would like to interrupt, and off the reeord-—— 


22608—58—pt. 2——-21 





526 DAIRY PRODUCTS PRICE SUPPORT 


(Discussion off the record.) 

Mr. Jounson. I would like to say that Mr. Abernethy has been 
a wonderful chairman of this committee, and he has worked hard for 
the dairy farmer, and I do not think he has anywhere near the dairy 
farmers that any of the rest of us have. 

I have heard him abused up in Wisconsin by different people, and 
I know he has always had the dairy people’s interest at heart and 
has made trips into both Wisconsin and Minnesota to hear our prob- 
lems up there, and has always been willing to give his time. 

Mr. Newsom. We can certainly say, for whatever it may be worth 
to the chairman or any other members of the committee, that we have 
been highly pleased with the attitude of the whole committee. This 
goes for the whole group, and specifically for every one of the sub- 
committee chairmen. 

Mr. Tewes. I am interested in the hornet’s nest which I have 
aroused here, but may I proceed with the questioning ? 

Mr. Aserneruy. You certainly may, and you can have my seat if 
you want it. 

Mr. Tewes. I have no desire for your seat. 

Mr. Asernetuy. Well you seem to object to me having it. 

Mr. Tewes. The final question which I should like to ask is that 
some reference has been made to the consumer’s interest in these 
matters. I also represent a strong consumer area. Is it not true that 
what has to come is an understs anding of farm problems by the con- 
sumer. Do we need a recognition that while in the short range the 
consumer has an interest in today’s prices, he also has a long-1 range 
interest in, for instance, the mere maintenance of some agriculture 
areas? We can turn our farmers loose and convert areas into sub- 
urbs or into highways, but as our population grows and our needs 
for these agricultural commodities grow, we will wish we had some 
of those farm areas back. Some of us who are interested in agricul- 
ture are willing to come to grips with the consumer right now and 
help him to see where his interests lie, and to see that 7 in many in- 
stances they are right in accord with agriculture. 

Is that a fair statement? Do we not need to show that the public 
interest involves both the producer and the consumer in not alto- 
gether antagonistic interests? 

Mr. Newsom. I certainly agree with you. 

I would like to go a step further, if I may, Mr. Chairman, and 
say that I do not think that we are in a hopeless position as agricul- 
tural people and representatives of agriculture here at all if we can 
develop the necessary modifications in the farm program here that 
fit the current situation. Now this program under which we are 
operating is more than 30 years old basically, as you well know. It 
takes some modification. I think our contemporary Americans are 
really more weary of not getting the kind of results that they would 
like to see out of the farming program than they are of its cost. 

Certainly we cannot expect them to support a program that is played 
up to them as being more expensive than it is. And I will admit 
these efforts, as much as the chairman or anyone else, are what I think 
are misrepresentation of fact. 

With respect to increased cost of milk as a result of our program, 
I would like to point out there is no increased cost of milk. Our 
program seeks to put the cost of this program on producers and con- 
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sumers rather than on taxpayers. We believe in the capitalistic struc- 
ture, we believe in the incentive program, and this is a philosopohy 
of capitalizing on the market value of the product in the primary 
market. 

Now to be sure, consumers, by reason of this 25 cents per hundred, 
or even 50 cents per hundredweight, might pay an extra cent or maybe 
even a cent and a half a quart for milk, but those same people, as 
taxpayers, will be relieved of the $500 million cost that they have had 
last year under the present program. We are trying to get this thing 
into the shape that we believe it ought to be, within some compatible 
semblance of the American capitalistic structure. And I think our 
friends who disagree with us simply do not understand what we are 
trying to do, or maybe something is wrong with our mechanics. 

As I say, we stand ready to modify these anytime that someone can 
make a suggestion. 

Mr. Trewes. That is all the questions I have, Mr. Chairman. 

Mr. Asernetuy. Do you think it was appropriate, or inappro- 
priate, that this committee, not. the subcommittee, the full committee, 
invite the Secretary of Agriculture to present his views on the record 
on this bill? 

Mr. Newsom. I certainly think it was appropriate, and I confess, 
Mr. Chairman, I do not know what you are talking about. Because 
I do not know of anyone who has criticized the committee for this 
invitation. 

Mr. Asernetuy. I did not know either until this morning. 

Are there further questions ? 

Thank you, Mr. Newsom. 

The CuairmMan. The next on the witness schedule is the American 
Farm Bureau Federation. 

Mr. Woottey. Mr. Chairman, may I make an inquiry as to the 
procedure from the standpoint of time ? 

Mr. Apernetuy. Off the record. 

(Discussion off the record.) 

Mr. Woottry. The reason I inquire first, 1 want to say we appre- 
ciate the fact that the committee has held hearings on this bill. We 
think it is very important that there be a real understanding of it 
and that the hearing be adequate to help answer many questions that 
have been raised with respect to it. 

We have a number of out-of-town witnesses here, and there are 
some other people who are also present and are from out of town and 
who represent members of the National Milk Producers Federation, 
who are opposed to it, and also the National Creameries Association, 
who are opposed to it, and we want to fit our time in in such a way 
that everyone can be heard. But if you are going to hold meetings 
tomorrow and the next day, that will be 

Mr. Apernetuy. If you have someone you want to waive to, and 
if it is agreeable to the members of the committee, it suits me fine. 

Mr. Woottey. We are in this position, our chief witness, Mr. Lovell, 
is here today and he cannot be here tomorrow. We had hoped that 
the Mutual Federation of Cooperatives from Syracuse, N. Y., could 
be heard first, and also the National Creameries Association. But 
we have a question of time. You only intend to run now until noon; 
is that correct ? 
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Mr. Apernetuy. Until the bells ring. 

Mr. Woottey. Mr. Lovell has a very brief statement. Mr. Lovell 
is here from Louisiana. Mr. Voorhees from New Jersey, was ex- 
pected to be here, and is ill and cannot be here. We have Mr. Horn- 
back of Texas, Mr. Jacob of Minnesota, and Mr. Hirsch, who is our 
assistant commodity director from Chicago. They are here today, 
And Mr. Lovell will not be able to be here tomorrow. So if it is all 
right with the committee, we will go ahead and be heard now. We 
would like to have our time briefed down as far as possible to be sure 
the other witnesses are heard. And as I say, we would prefer they 
be heard first, but because of the time, we cannot. 

Mr. Asernetuy. You just call up whoever you want to put on. 

Mr. Woottey. Mr. Hornback, Mr. Jacob, Mr. Lovell, and Mr, 
Hirsch. We also have with us here Mr. Barbour, of Texas, who as I 
understand, is not going to appear as a witness. But I thought you 
people would be interested in knowing he was here in town. 

Mr. Asernetuy. All right. 


STATEMENT OF HERBERT VOORHEES, ON BEHALF OF THE AMERI- 
CAN FARM BUREAU FEDERATION, PRESENTED BY L. L. LOVELL; 
ACCOMPANIED BY FRANK K. WOOLLEY, E. F. HORNBACK, DONALD 
HIRSCH, AND L. 0. JACOB 


Mr. Lovett. Mr. Chairman, I am L. L. Lovell, president of the 
Louisiana Farm Bureau Federation, and today I am pinch hitting for 
Mr. Voorhees. 

Mr. Asernetuy. All right, sir. 

Mr. Lovett. I am appearing on behalf of the American Farm Bu- 
reau Federation to present the statement that was to be presented by 
Mr. Voorhees, who is sick. 

Mr. Jounson. What States are you two gentlemen from? 

Mr. Lovet. Louisiana and Texas. Mr. Jacob is from Minne- 
sota, Mr. Hirsch is with the American Farm Bureau Federation, Chi- 
cago office, and comes from Wisconsin. Mr. Woolley is from our 
Washington office and is legislative counsel. 

Mr. Anernetuy. Mr. Voorhees was to deliver this statement, I 
understand ? 

Mr. Lovetyi. That is correct, and Mr. Voorhees is sick. 

Mr. Apernetiry. Where is he from / 

Mr. Lovetn. New Jersey. He is president of the New Jersey Farm 
Bureau and a member of the executive committee of the American 
Farm Bureau. 

Mr. Asernetuy. All right. 

Mr. Lovey. The statement reads as follows: 

The American Farm Bureau Federation appreciates this opportunity to pre- 
sent to this committee the results of its analysis of the proposed Dairy Sta- 
bilization Act of 1958. 

The 1958 policies of the AFBF recognize that some benefits have been de- 
rived by dairymen from the present dairy support program. They question, 
however, that this program is in the best longtime interest of the dairy industry. 
Many alternative plans are presently being proposed to replace the present 
program. They recommend that the American Farm Bureau Federation board 
of directors study proposed plans, and report the results of their studies to State 


farm bureaus. Farm Bureau will continue to support the present program until 
a more workable and acceptable one can be developed and enacted. 
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Based on this policy, the AFBF has made an intensive analysis of H. R. 10043 
and other dairy price-support bills submitted to Congress during this session. 

The plan incorporated in H. R. 10043 would attempt to control production 
on individual farms by establishing sales quotas and then penalizing overquota 
marketings so heavily that the volume of such sales would be greatly reduced. 
Since taxes to be paid by farmers on milk and cream are a distinctive feature 
of this plan, the term “self-help” has sometimes been applied to it. However, 
the program would use the taxing and coercive power of the Federal Govern- 
ment through a special agency without the safeguards which normally should 
be applicable to a regular governmental agency. 

Almost everyone is for self-help but such a program is not self-help. A far 
more appropriate title, therefore, is “Dairy Production Control and Tax Plan.” 


HOW IT WOULD OPERATE 


The production control and tax plan would create a Government agency headed 
by a stabilization board consisting of 15 persons appointed by the President from 
nominees selected by milk producers in 15 districts. 

The Board would fix minimum market prices for dairy products during each 
year and support them through purchases of manufactured dairy products. 

A referendum of producers would be held in September 1958 to determine 
whether producers preferred this plan or the present price-support program. If 
a majority of those voting favored trying this plan, it would become effective 
April 1, 1959. 

In the first year, 1959-60, a special tax of 25 cents per hundredweight would 
be levied on all milk and cream (converted to milk equivalent basis) sold from 
farms. This tax would provide the administering agency with an income of 
about $300 million. Expenses apparently would be in the neighborhood of $1 
billion. This would mean a net loss of about $700 million that would have to be 
borne by taxpayers. 

In 1960-61 and succeeding years, additional taxes would be levied whenever 
the basic tax of 25 cents did not provide funds sufficient to cover most operating 
expenses of the program. These special taxes on surplus milk and cream would 
be large enough to meet losses such as the $700 million mentioned above. A 
marketing quota or allotment program would become effective when taxes in 
excess of 25 cents per hundredweight were levied. 

The guaranteed high-level price in 1959-60 would stimulate production greatly. 
Individual dairymen would increase output in order to sell as much milk as pos- 
sible at the high price, and to establish large bases for 1960-61 and subsequent 
years. Many new producers would be lured into dairying. As a result, it is 
practically inevitable that production controls (quotas) would be established in 
1960-61 and continued until the program was terminated. (See appendix A for 
supporting evidence. ) 

In part, the plan, apparently, is based on a misconception of the relationship 
of price to farm sales of milk. Apparently, it is assumed that national output 
increases when prices drop, and decreases or remains stable when prices in- 
crease. Actually, the production-price relationship is complex and affected by 
many factors. In the long run, total milk production increases only when cur- 
rent and anticipated milk prices are relatively favorable. It decreases when 
these prices are unfavorable. 

Further, apparently, the plan is based on a misconception of the effect on con- 
sumption of changes in retail prices. Apparently, it is assumed that consumers 
would continue to buy about as much dairy products as at present despite sub- 
stantial increases in retail prices. Actually, the retail price of fluid milk would 
increase appreciably and its consumption decrease. Sharp increases in price 
and decreases in consumption would occur for manufactured dairy products. 


HOW IT WOULD AFFECT FARMERS AND OTHERS 


It has been said by proponents of the production control and tax plan that it 
would “improve the income position of dairy farmers, relieve the taxpayer from 
the cost of price supports, and take the Government out of the dairy business.” 
None of these desirable objectives would be attained. 

On the contrary, the production control and tax plan would adversely affect 
the interests of producers, others in the dairy industry, consumers, and the 
Federal Government. Here is how: 
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Dairymen’s net incomes would be reduced. Administrative costs would be 
high; Government purchases would be large; program operating losses would 
be heavy; farm prices for surplus milk would be very low; and there would 
be no limit to the tax rate on surplus milk to which each producer could be 
subjected. Appendix A of this statement indicates, step by step, how potential 
developments under this plan would reduce dairymen’s net income. 


FARM EFFICIENCY WOULD BE REDUCED 


The results of production controls would be more producers, lower average 
volumes per farm, higher average production costs, and a reversal or slowing 
of the present trend toward ever greater efficiency on dairy farms. In the see- 
ond and subsequent years, as output per cow continued to increase, commercial 
dairy farmers might have to reduce the size of their herds in order to decrease 
or to stabilize milke production on their farms. 


INEQUITIES WOULD OCCUR AMONG DAIRY PRODUCERS 


Quota restrictions would penalize, particularly, the young farmers and the 
larger and more efficient producers. Small, sideline producers probably would 
be exempt from such restrictions. All commercial dairymen in particular geo- 
graphic regions might be penalized. Dairymen supplying milk to fluid-milk 
markets, especially in deficit areas of production, could be taxed to pay for sur- 
pluses produced in other areas. Competition among areas would continue to 
flourish, and some producers would lose out in the inevitable maneuvering among 
members of the Government Board. 

How would quotas be determined? How would taxes be levied? Most dairy- 
men would share in bearing the heavy cost of the program, but would some 
carry extralarge burdens? Would liimtations be placed on the volume sold by 
any one individual? The new Government Board would have wide discretionary 
powers to do about as it pleased. 


A GOVERN MENTALLY PROTECTED MONOPOLY WOULD BE CREATED 


The Dairy Stabilization Board, by dictating prices, controlling production, 


preventing or hindering the adoption of technological improvements, limiting en- 
try into production, restricting sales, and representing only certain producer 
and distributor interests, would constitute a governmentally sponsored price- 
fixing monopoly. 

The Farm Bureau strongly opposes the exercise of monopolistic economic 
powers by any segment of our population—industry, labor, agriculture, or the 
Government, itself—since such power is a threat to the maintenance of our 
form of government and the competitive-enterprise system. It naturally follows 
that any program which has as its central idea the operation of a monopoly 
is contrary to Farm Bureau principles. 


THE DOMESTIC MARKET FOR DAIRY PRODUCTS WOULD SHRINK 


Consumers would buy less dairy products and more substitutes as dairy prices 
rose. During the first year under the plan, retail prices might rise above April 
1958 levels by about 10 cents per pound of cheese, 11 cents per pound of butter,, 
and 1% cents per quart of fluid milk. Because of extremely unfavorable pub- 
licity attending a program of this kind, total milk consumption might be cut 
about 8 percent. (The foreign market for commercial sales would be unchanged, 
and for noncommercial sales the new Government agency would not be as 
effective in disposing of surpluses as the present governmental agencies.) 


CONSUMERS WOULD BE PENALIZED 


Consumers’ tax savings would be much less than the increase in their ex- 
penditures at higher retail prices. They would pay more and receive less, with 
no improvement in quality or service. (Farmers have had programs for many 
years to create public understanding of dairy production and marketing costs 
and conditions. The beneficial effects of those programs would be impaired if 
the production control and tax plan were adopted. ) 
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ADMINISTRATION WOULD BE DIFFICULT 


Most dairy farms and plants are small. They are scattered throughout our 
Nation. Milk is a highly perishable product, and produced every day of the year. 
Administration, inspection, and enforcement of this plan would be difficult and 
expensive. 

How would quotas be calculated and taxes paid? Would surpluses be deter- 
mined on a weekly, monthly, or annual basis? If a producer has a seasonal 
surplus, but ships to a market with an annual shortage, how heavily would he 
be taxed? Who would be exempt? Bases are to be adjusted to avoid “hard- 
ship,” but what is a hardship case? How many employees would the numerous 
small businesses, particularly cream stations and fluid-milk producer-distribu- 
tors, have to add to make all the detailed calculations and to meet reporting 
requirements? How many auditors and enforcement agents would the Treas- 
ury Department need? 


GOVERN MENT WOULD DELEGATE AUTHORITY WITHOUT ADEQUATE CONTROLS 


Congress would delegate authority to set tax rates, and to collect and spend 
tax money, to an agency over which neither it nor the Secretary of Agriculture 
would have a reasonable degree of control. 

Conflicts would arise with other programs. Federal milk market orders could 
be eliminated, supplanted, or combined into a single nationwide order. Inter- 
national relations would be impaired as other nations would object strenuously 
to a greatly expanded surplus dumping program. The new Board could impose 
compulsory checkoffs for advertising and promotion and replace the American 
Dairy Association if it desired. (If there are no plans for advertising and 
promotion, why is specific authority requested to engage in such activities?) 

SELF-HELP ASPECTS WOULD BE LIMITED 

Government, through a special agency, and not farmers in general, would con- 
trol dairy surpluses. The Commodity Credit Corporation would have to lend 
up to $350 million without security or provision for repayment. The Treasury 
Department would bear heavy costs for tax collection and enforcement. Addi- 
tional appropriations and obligations—for hundreds of millions of dollars— 
could occur. 

The present Federal dairy price-support program has not been wholly satis- 
factory but the production control and tax plan is an undesirable substitute 
that could only make conditions worse. 

The American Farm Bureau Federation continues to emphasize the positive 
approach to increasing dairymen’s net incomes by supporting programs con- 
cerned with increasing consumption, balancing supply and demand, increasing 
efficiency in marketing, increasing efficiency in production, and increasing farm- 
ers’ bargaining power. Information on our program is supplied in appendix B 
of this statement. 

That concludes the formal statement. 

Mr. Wootiry. Mr. Hornback, Mr. Chairman, has a statement of his 
own. He is a dairy farmer from Texas and a member of the Texas 
Farm Bureau Dairy Committee. 

Mr. Asernetuy. Does he have his statement duplicated ? 

Mr. Woottey. Yes, he has. 

It may be, though, that we had better hold his statement until we 
have questions on this other part. 

Mr. Apernetuy. Are there any questions from the committee? 

Mr. Potkx. Mr. Chairman. 

Mr. Anernetuy. Congressman Polk. 

Mr. Pork. I realize that you are reading from your statement, and 
you may not have all the answers. 

Mr. Lovett. If I do not, I will try to find someone who does. 

Mr. Pork. I was wondering; you stated on page 2, where you say— 
this is in about the middle of the page: 


ixpenses apparently would be in the neighborhood of $1 billion. This would 
mean a net loss of about $700 million that would have to be borne by taxpayers. 
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I wonder how you arrive at those figures ? 

Mr. Lovetx. Well, in the— 

Mr. Woottey. I did not hear that. 

Mr. Lovett. He wants to know how we arrived at the $700 million 
loss. 

Mr. Woottey. The $700 million loss, if you will look in appendix 
A, Mr. Polk, you will find a description that starts on page 1 of 
appendix A, and then there is a table on page 2. All the rest of the 
material in ‘appendix A are footnotes to that one table and explains 
the calculations. 

Now, the details of these calculations were prepared by Mr. Donald 
Hirsch, who is the Assistant Director of our Commodity Division in 
Chicago, and he also is a dairy economist. I am sure he would be 
happy to answer any questions that you have on that table. 

Mr. Lovett. It makes certain basic assumptions as to how much 
surplus would have to be purchased. 

Don, do you want to answer the question ? 

Mr. Hirscu. Yes, sir. 

Mr. ABERNETHY. WwW ill you identify yourself for the record ? 

Mr. Hirscu. My name is Donald E. Hirsch from the Chicago office 
of the American Farm Bureau Federation. 

The assumption is made that there would be a substantial increase 
in production based on the fact that there would be a guaranteed in- 
crease in farm price, that is, net to the farmer, of 67 cents a hundred- 
weight. In 1953, when we actually had a decrease in the support price, 
we had a long time trend increase in production. 

Now, this increase in production here percentagewise is actually a 
little less than we had in 1953. So we are assuming that about a $7 
billion increase over this year would occur in production. 

Then we expect consumption—we anticipate a large decrease in 
consumption. 

Mr. Pork. Well, if it is just an assumption, do you have something 
on which to base that fact ? 

Mr. Hirscn. Yes, of course. 

Mr. Pork. You can always go out and pick figures out of the air 
that are not supported by f: acts. And I am just wonderi ing what your 
facts are, whether there is any basis, for your assumptions on this 
table and on all of the figures which you have submitted here. 

Mr. Hirscu. Well, the intent and purpose here of this appendix 
A is to show, step by ‘step, how we arrive at those particular figures. 

Now, I will say this, that when it comes to the exact amounts, of 
course, no one knows and there is no agreement. However, I have 
checked these figures with many other economists, both in the Govern- 
ment and in the State colleges, and essentially there is agreement that 
this would be the way, the direction of things; that is, this big in- 
crease in production and a big decrease in consumption. So the net 
effect, of course, of the two, then, is a big increase in the amount of 
surplus that would be on hand. 

Now, the ene | back to the original question there, that cost 
figure would be related to present costs under the present price- 
support program, but eliminating such things as the school luncheon 
and the section 32 funds, and so forth, just the type of costs that would 
be allocated to this type of a program. Last year they were about 
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$4.70 a hundredweight. We anticipate that this year it would prob- 
ably be about $4.50 a hundredweight. 

Mr. Pox. Is this on the table? 

Mr. Hirscu. It is in the explanatory footnotes going with the table. 

Mr. Lovexi. Basically, we have taken the same situation as if you 
had 90 percent price support with Commodity Credit Corpor ation 
supporting it, and how much would that cost Commodity Credit, and 
then taken away the 25 cents tax that you are going to apply, and 
that is how we did it. 

Mr. Woottey. Mr. Chairman, I think this table is very pertinent. 
There are basic known facts from which you can make a departure; 
then, of course, you have to get into the realm of speculation. But 
I think it would be well if Mr. Hirsch would just go through, step 
by step, how this was arrived at so that you would ‘know the degree 
of basic fact on which the table was prepared. I would suggest, sir, 
that he go through that, if no one has any objection. 

Mr. Anernetiy. Whatever he wishes to do. 

Mr. Hirscu. Well, the first thing, of course, we have had a change 
in the program this year as compared to last year. Now, the first 
column ; that is, the second column of the table, shows our present 
program, and it shows the 1958-59 program year. 

Now, the support price there is $3.06 a hundredweight for manu- 
facturing milk of average test. 

Mr. Wootiey. Excuse me. Do you have the point where he is re- 
ferring to now in the table there? 

Mr. Pox. Yes. 

Mr. Hirscu. Now, the milk sold from farms this year probably will 
be about 114 billion pounds. Last year it was 113 billion pounds. 
However, each year that goes up, due not only to increases in produc- 
tion but also to decreases in use of milk on farms. 

Then the demand on our domestic market last year was about 107 
billion pounds. This year, due to an increase in population, about 
2 billion pounds more will be used. That will give a demand this 
year of about 109 billion pounds of milk. 

But now we get into the area of change in sales due to retail price 
changes. Now, _of course, with the lower ing of prices this year down 
to $3.06 from $3.9 5, we will get some increase in consumption. 

Now, it looks as though the farm price of milk for fluid consump- 
tion probably will decrease less than half as much as the decrease in 
manufacturing milk. This is what happened the last time there was 
a substantial reduction in price support levels. 

But now about nearly half of the milk that is marketed off farms is 
used in fluid form, and a little more than half is used in manufac- 
turing. 

So if we take the two of them into consideration, it looks as though 
the average price of all milk sold from farms will probably decrease 
about 4.1 percent. In other words, it will decrease less than it will 
from manufacturing but more than it probably will for fluid milk. 

Mr. Portk. Repeat that last statement; I just did not follow that. 

Mr. Hirscn. That is, the average price of all milk sold from farms 
probably will decrease this year about 4.1 percent. 

Mr. Pork. Now, is that on this table here? 

Mr. Jounson. It is under “Surplus.” 
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Mr. Hirscu. Actually, on this particular point there, you see on 
the table where it says, “Change in sales due to retail price changes” 
is 1 billion pounds. Then there is a footnote 1. ‘The footnote 1 is on 
the preceding page and gives an explanation of the way these calcula- 
tions were made. 

Mr. Wootzey. I would suggest you read that, because that is based 
on known statistics with respect to responses of production and con- 
sumption in relationship to price. 

Mr. Lovetn. Read the whole thing, Donald. 

Mr. Hirscnu. All right. Then we are reading footnote 1, which 
relates to the change in sales due to retail price changes during this 
current year as compared to last year. 

Mr. Tewes. Mr. Chairman, I should like to suggest that we are 
hardly in a position to compete with Mr. Hirsch on the statistics that 
he had prepared. They have been entered into the record, and unless 
somebody else here in the committee would like to explore them in 
detail, I would suggest that we proceed to the questioning of the 
witness. 

Mr. Potx. Well, I am inclined to agree with Congressman Tewes. 
Of course, we have not had an opportunity to read this very lengthy 
statement, and particularly the appendices that you have attached 
here, and this would certainly require a great bit of study. 

So I believe that, probably in the interest of saving time, that we 
should proceed with the questioning. 

I had another question that I wanted to ask. It was with reference 
to the price increases that you had estimated. I do not see the state- 
ment right now. The price increases on butter. 

Mr. Hirscn. I believe that is on page 5. 


Mr. Lovetx. That would be on page 5: 


The domestic market for dairy products would shrink. 


Mr. Potx. Yes. You say that, “Consumers would buy less dairy 
products,” and so forth. And during the first year you estimate that 
prices might rise above April 1958 levels by about 10 cents per pound 
of cheese, 11 cents per pound of butter, and 114 cents per quart of 
fluid milk. 

Mr. Lovett. I believe that the proponents of this would agree with 
those figures. I believe Mr. Newsom said 114 cents per quart of milk 

and the | figures were not given for cheese and butter, but I do not think 
there is much disagreement with the figures. 

Mr. WiritaMs. Are these { figures based on the bill or 90 percent of 
parity ? 

Mr. Lovetu. Based on the bill as written. 

Mr. Pork. Are there any other questions ? 

Mr. Jounson. Yes. What are your recommendations as to a farm 
program for the dairy farmer ? 

Mr. Wootrry. That is attached as appendix B. 

Mr. Lovett. Well, for the present, it is a continuation of the present 
program for the time being. 

Mr. Jonnson. Where is the appendix on that? 

Mr. Woottey. Appendix B. It follows right after appendix A 
there that we have just been referring to. 

Mr. Jonson. Is there any new legisl: ation required to be enacted in 
connection with your program ? 
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Mr. Woottey. No new legislation is required. 

Mr. Jounson. You are satistied with the program as administered 

Mr. Hirscn. I might say that there is a specific provision in here 
that relates to price-support programs. It is the second item, item 
No. 3 on page 2 of appendix B. It says that the American Farm 
Bureau Federation supports 
the present program of providing price supports within a range of 75 to 90 
percent of parity until an improved program can be developed to relate support 
levels to actual market prices during recent periods. 

Mr. JoHnson. You do not support the Secretary, then, on his rec- 
ommendation that the support level on dairy products be lowered to 
60 percent to 90 percent parity. 

Mr. Loven. No. 

Mr. Hirscu. In a policy resolution passed at the last annual meet- 
ing, the resolution related to the present program with its 75 to 90 
percent of parity, and neither more nor less, avearge. 

Mr. Lovetn. We also have a resolution specific ally opposing giving 
the Secretary of Agriculture authority to arbitrarily set the level of 
pr ice supports. 

Mr. Jounson. I did not get your last phrase. 

Mr. Lovett. We also have a resolution specifically opposing the 
giving of authority to the Secretary of Agriculture to arbitrarily set 
the level of price supports. 

Mr. Jounson. That is all. 

Mr. Pot. Mr. Williams, do you have any questions? 

Mr. Wituiams. No. 

Mr. Tewes. Mr. Chairman. 

Mr. Anernetiry. Mr. Tewes. 

Mr. Tewes. You have heard my questions with which I began my 
interrogation of the other witnesses. Whom do you represent ? 

Mr. Lovers. This morning I am representing the American Farm 
Bureau, which has about 1,600,000 farm family members. Also, I 
am president of the Louisiana Farm Bureau Federation. 

Mr. Tewers. And how did you reach the conclusions which you have 
expressed this morning on behalf of all dairy farmers all over the 
United States ? 

Mr. Lovern. Well, the policy development program in the Ameri- 
can Farm Bureau starts from the county level and each county submits 
to its respective State what it recommends as policy, and these county 
recommendations—I mean county policies, become recommendations 
to the State. 

Now, each State then—in the State of Louisiana the membership re- 
quirements for voting delegates to the State convention from the coun- 
ties depends on how much membership the State has, and it varies 
somewhat, but it is proportional to the membership in the counties. 

Then the voting delegates get together in the State and pass recom- 
mendations. They pass policies for State matters, and then they pass 
recommendations to the American to ask for what the policies of the 
American will be. 

Now, in the American Farm Bureau resolutions committee each 
State president is a member of the committee, and the States get to- 
gether and they take all the States’ recommendations and then pro- 
ceed to compromise and to reach one policy that we can all agree on, 
which becomes a very difficult job, as you can understand. And then 
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the recommendations of the resolutions committee are submitted to the 
voting delegates who are elected from the States in the same way that 
the county delegates are elected to the States. And then once this is 
passed by the voting delegates, it becomes the policy of the American 
Farm Bureau. 

Now, our real objection to this is that it is based on a monopolistic 
cone ept. It means, in effect, cow quotas and a prohibition against 
producing any more milk than this board thinks is desirable for the 
dairy farmer. If you were to pass this, I think you better repeal the 
part of the Constitution that allows the citizens to bear arms, if you 
are going to enforce it in Louisiana, 

Mr. Tew gs. Are you speaking also for the Wisconsin Farm Bureau? 

Mr. Lovett. As far as this policy is concerned, that is right. 

Mr. Tewes. And the Ohio Farm Bureau ? 

Mr. Lovetu. That is right. 

Mr. Tewrs. Do you know of a meeting that took place in Madison 
a few weeks ago? 

Mr. Lovetz. I do. 

Mr. Tewes. That wasa Farm Bureau meeting ? 

Mr. Lovety. I believe you will find, if you w ill check up on the vote 
at this meeting, that the vote was not a fully Farm Bureau represent- 
ative meeting. 

Mr. Trewes. I want to warn you that Mr. Quie, who sits beside me, 
was at that meeting. 

Mr. Lovett. I was not at the meeting, Mr. Quie, but I believe the 
vote was taken according to who was present as individuals. 

Mr. Qutr. That is right. 

Mr. Lovett. I could take any group of people and if you let me 
pick my individuals, I can pass most any kind of policy you want. 
But in the Farm Bureau we protect against this by insisting that the 
official policy must be set by represent: ratives of certain organizations. 
We do not set policy by having a mass meeting of members and non- 
members and letting the people present vote as individuals. 

Mr. Quire. You mean that the Madison meeting was rigged to get 
that kind of a result ? 

Mr. Loveti. No; it was not rigged, but I say the vote was taken 
according to those there and not according to whom they represented. 

No; it was not rigged; it was an informational meeting. Am I not 
right, Don? 

Mr. Hirscn. It was concerned with the recommendations and not 
determination of policies. 

Mr. Quiz. But they did do a certain amount of recommending to 
the American Farm Bureau Federation ? 

Mr. Hirscn. That is right. And on this particular subject there 
were four votes taken on ‘it by those present, of course, as has been 
pointed out, that included college folks and staff, as well as members 
and other individuals who were invited to be present. 

Mr. Trewes. The last time it was charged by some of your people 
that the press voted too. Do you still hold to that? 

Mr. Woottey. May I comment on that? No one charged that the 
press voted, Mr. Tewes. I testified here on this subject. What I 
said was that the press was there, everybody was free to vote; there 
was no procedure whereby a State voted, or an organization voted. 
The membership of the meeting was a general membership for infor- 
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mational purposes. There were a group of people there that repre- 
sented the Wisconsin Farm Bureau. Some of them represented the 
Minnesota Farm Bureau, some of them represented others. There 
were people present who were not connected with the Farm Bureau, 
such as college and newspaper people. There were votes taken. No 
one knows who voted. Everybody was free to vote if they wanted 
to. Now, it may have been that some newspaper people voted; it 

may have been that they did not. We do not know whether they 
did or did not. But they were not in any way precluded from voting 
if they s so desired. 

This is the point we tried to make clear. 

Mr. Jounson. Mr. Woolley, one thing that I have observed this 
year; this is the second time this committee has had dair y legislation 
where Farm Bureau people from other States have appeared, and 
never have we had people from the dairy States—Wisconsin, Minne- 
sota, New York. You have got a man here from Louisiana, a man 
from Texas. How does Louisiana and Texas rate in the dairy 
products? 

Mr. Woottey. Mr. Jacobs, the one on the end, is from Minnesota. 

Mr. Jounson. I understand he does not own a dairy herd or 
farm. 

Mr. Woottey. We had always considered Minnesota an important 
dairy State. Minnesota endorses the statement. bY, Mr. Lovell. 

Mr. Lovett. I would like to say that the dairy farmers in Tangi- 
pahoa Parish in the State of Louisiana consider it very important 
tothem. It is the only method of agriculture they have, and to them, 
it is just as important as any dairying in Wisconsin. 

Mr. Jounson. It would seem that they could bring someone out 
from Wisconsin and Minnesota, who is a dairy farmer to give their 
views. 

Mr. Woottey. We try to have these statements presented by some- 
one that is on the board or a member of the executive committee. It 
just so happens that at this time the president of the Wisconsin Farm 
Bureau is not on the board of directors of the American Farm Bureau 
Federation. 

Mr. Jounson. Are all these gentlemen members of the Board ? 

Mr. Woottey. No, but it so happens that Mr. Lovell was in town— 
Mr. Voorhees was the one supposed to give the statement, and he was 
ill. Mr. Lovell has given the statement for the American Farm 
Bureau because he is preside nt of the Louisiana State Farm Bureau. 

Mr. Jounson. What are you selling your milk for in Louisiana 
right now? Are you not a dairy farmer? 

“Mr. Lovett. No; Tamnota dairy farmer. 

Mr. Jonnson. You are not? 

Mr. Lovet. No. 

Mr. Jounson. Is the gentleman from Texas a dairy farmer? 

Mr. Hornpack. Yes. 

Mr. Jounson. How many cows do you milk? 

Mr. Horneack. A hundred head. 

Mr. Jounson. Does all your milk go into the fluid market ? 

Mr. Hornpack. Yes; it is all going into the fluid market—a portion 
of it goes into manuf: actured products. 

Mr. Jounson. What are you getting a hundred for it at this 
time? 
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Mr. Hornwack. $5.18 for last month—or $4.18 for last month, base 
price. 

Mr. Lovetx. The base price, that is the blend price ? 

Mr. Hornsack. That is the blend price. 

Mr. Lovett. The blend price in Louisiana is about $4.40 at the 
present time. 

Mr. Tewes. I would like to ask some questions. 

Mr. Jounson. That is all I want to ask. I just do not like the 
idea that there is no one from Wisconsin, because I know Farm 
Bureau people from Wisconsin are good dairymen. Here is the sec- 
ond time that Wisconsin and Minnesota dairy farmers have been left 
out. I believe the last hearing we had a dairyman was here from 
New Jersey that was getting about $7 a hundred for his milk and 
he thought the price should be cut down to what the Secretary has 
cut it to for Wisconsin and Minnesota dairy farmers. Did he not 
testify to that effect to our committee / 

Mr. Woottry. This was on the basis of a premium quality Golden 
Guernsey milk with a butterfat content, as I re wall it, that was in 
excess of 5 percent, and the base butterfat rate was 3.5 pere ent. ‘There 
were premiums in that price, because he had maintained production 
at a particular level throughout the year. There was a number of 
other price factors, and the base price was considerably different than 
the blend price. 

Mr. Jounson. The only thing I am bringing out, I have never 
seen a Wisconsin man testifying here on rice, cotton, wheat, and when 
we get a dairy problem up, I would like to see you bring somebody 
from New York, Wisconsin, and Minnesota. I do not “think they 
would say the same as your witnesses. 

Mr. Lovett. You are going to hear a witness from New York in 
the morning. 

Mr. Jounson. That is all. 

Mr. Asernetuy. Along that point with reference to cotton, I think 
the Farm Bureau testimony has been given by Mr. Woolley and Mr. 
Lynn. Where are you from, Frank? 

Mr. Woottey. I was born in Oklahoma. I make no apologies for 
that. And I have resided in other places. I reside in Virginia now. 
I am not a cotton farmer, but I think if you will check the record 

ou will find that Mr. Randolph, who is the president of our Alabama 
ean Bureau, has been the primary and principal witness on cotton, 
and I do not think anybody challenges his background as a cotton 
farmer. 

Mr. Hirscu. Incidentally, I was born in and raised in Mr. Johnson’s 
district. 

Mr. Jounson. I think the Farm Bureau has a very good president 
in Wisconsin—Curtis Hatch. I would like to see him here as a wit- 
ness for the Farm Bureau. Now, it is true that there was a meeting 
at which substantial numbers of farmers from the dairy area were 
present. They came out with results, however you w: ant to weigh 
them, which did not exactly support the views you have espoused here 
this morning. Is that not true, for the record / 

Mr. Lovett. I think that is true. 

Mr. Hirsch was there at the meeting. 

Mr. Tewes. Yes, I know. 
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Mr. Hirscu. Now, there were four votes taken on that, and it has 
been pointed out the way the voting occurred, that anyone could 
vote, anyone present. 

Mr. Tewes. I am just interested in the results. They were all 
Farm Bureau members? 

Mr. Hirscu. No; they were not all members of the Farm Bureau; 
most of them were. 

Mr. Tewes. If you want to remove your charge that the press and 
the others voted, then in all probability the people who voted were 
Farm Bureau members. The Wisconsin farmers are quite ethical 
about things like that. 

Mr. Hirscu. We have made no charges. There is no question that 
most of them were Farm Bureau members. There has been some 
misunderstanding of what actually occurred. There were four votes 
taken. ‘The first one was on the desirable features of self-help, and 
that was a tie vote. After some discussion there was another vote 
on the desirable features of self-help. 

Then the discussion centered on what are the desirable features, 
and one of the things that was brought to the attention of the group 
then was what about the tax feature? I mean that is why frequently 
it is called self-help, because the farmers would be paying special 
taxes. 

Mr. Tewes. This is the point made by Mr. Shuman in a speech 
after the previous votes; is that correct? 

Mr. Hirscu. It was made by Mr. Shuman and others. Not exactly 
in a speech; this was all discussion from the floor. 

Mr. Tewes. The press reported he was quite angry about the vote, 
as I recall. 

Mr. Hirscu. Beg pardon ? 

Mr. Tewes. The press reported that he was quite angry about the 
vote and then made this point about taxes. 

Mr. Hirscn. Well, no; I do not think so. 

Mr. Quire. I think he was. 

Mr. Hirscu. He raised the question, and it was raised by others, 
as to what are the desirable features, and the tax, of course, is one 
of them. So there was a vote taken on it. “We favor a tax of 25 
cents a hundredweight paid by producers to dispose of dairy sur- 
pluses in the price-support program.” And the vote on that was 
“No.” They were opposed to that tax. 

Then the question was raised—— 

Mr. Qute. How close was that vote? 

Mr. Hirscn. Well, I do not—it was a little larger majority than 
had voted in favor of the desirable features. I do not remember the 
exact numbers. There was a difference of 6 or so on the first 1. 

Mr. Quire. It just lost by one vote? 

Mr. Hirscu. No, the second one was closer than it was. 

Then there was a fourth vote on this, and that was on the principle 
of the taxing producers to pay for disposal of surplus, and on that 
also the majority voted No. But there were just a 1- or 2-vote dif- 
ference on that. 

You see, actually of the 4 votes, 1 was: We favor the self-help— 
excuse me—the favorable features of self-help in a split. Then 
there was one in a split majority in favor of those. Then there were 
two votes against the ideas of taxing producers to pay for disposal. 
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So actually of the 3 votes that were taken you might say that at 
least 2 of them were in opposition to the proposal. 

Mr. Woottrey. Mr. Tewes, I would like to just make this clear, 
The Farm Bureau has a specific procedure that it uses that starts at 
the counties and goes up through the States, by which we make policy, 
It was never intended that the Wisconsin meeting would be a policy 
meeting. We want everybody to be clear on the Fact that it does not 
represent a policy meeting on the part of the Farm Bureau. 

Mr. Trewes. But my point, of course, is that I think it is significant 
that when you tell your membership: “This is an inconsequential 
meeting. We are just going to talk about this thing. Nothing is 
going to be done sieiiatinety and it will have no influence on pol- 
icy ;” and yet such a great number of people at the meeting respond 
to say: “We do not care what this is for; we want to pass a resolution 
telling how we feel”; there is some significance about the steam behind 
that. Am I right or wrong? 

Mr. Woottey. Almost at the same time there was a meeting held 
over in the eastern part of the United States, and everybody 

Mr. Tewes. Where was that? 

Mr. Woottey. It was reported here before this committee by Mr. 
Voorhees when he was here previously. 

Mr. Tewes. Where was that meeting ? 

Mr. Woottey. And the meeting was held, I think, in New York. 

Mr. Hirscu. New York. 

Mr. Wootiey. New York, was it? Were you at the meeting, Don? 

Mr. Hirscu. Yes. 

Mr. Woottey. Well, now, why do you not tell them what hap- 
pened at that meeting, because this is also a meeting on the same kind 
of a subject, a regional meeting? Now, what happened there? 

Mr. Hirscu. Well, that one was held just a couple of days before 
the Madison meeting, and there were either 11 or 13 northern farm 
bureaus represented at that one, and the consensus there was pretty 
clearly against this particular type of a proposal, so that it was not 
even put to a vote. At the Madison meeting I think the feeling of 
the folks there was that they just wanted to see what a majority of 
the people present thought. 

Mr. Trewes. As a matter of fact, has the Farm Bureau in Wiscon- 
sin not taken a somewhat independent position along this line: while 
they have not necessarily wished to come into open conflict with the 
parent organization they have recommended that a thorough study 
be given to the self-help proposal, which is quite contrary to your 
position and in fact clearly opposite to it ? 

Mr. Wootiey. Mr. Tewes, the American Farm Bureau Federation 
has no authority to impose its will on any particular State. The 
organization is one that is predicated on self-discipline. There is an 
agreement between the States whereby at any time a State disagrees 
with the policy that has been determined by the group nationally, 
all they have to do to properly proceed against that policy is to notify 
the national organization that they are in opposition. And on occa- 
sion this does occur. 

I can say to you that Wisconsin has not notified us officially that 
they are in opposition to the position that the Farm Bureau has taken 
with respect to this particular question. They are at complete liberty 
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and everybody in the organization recognizes that they have that 
kind of authority and responsibility. In other words, we could not 
get the name “American Farm Bureau” copyrighted for the simple 
reason that we do not have the kind of authority that is necessary to 
be able to force policies on subordinate units. Other organizations 
connected with agriculture can get their name copyrighted. They do 
have it copyrighted. They can impose their will on State members. 

Mr. Trewes. Does that mean, then, that in your testimony today 
you are representing yourself, and that we tomorrow can receive let- 
ters from 48 States saying they disavow your statement? Or what 
weight do we put on your testimony ? 

Mr. Love... Our testimony represents the majority of the South 
for certain. 

Now, if any State wishes to contradict this testimony, it has the 
right to do so. The agreement it has with the American Farm Bu- 
reau is that it will notify the American Farm Bureau that it is in 
opposition. This has not been done. Now, that does not mean that 
it will not be done somewhere down the line. 

As of right now we are speaking for all of the 48 State Farm 
Bureaus, because no State has notified us that they are going to 
oppose the will of the majority. 

I would like to give you an example. The Louisiana Farm Bureau 
always opposed the soil bank. We have opposed it all the way down. 
And when it was finally adopted as policy, we still opposed it. 

Mr. Trewes. Did you send a letter of declination to the head- 
quarters ? 

Mr. Lovett. Yes, we did. We did not actually come up here and 
testify but we told them we were not going to support it. 

Mr. Tewes. Just one more question, Mr. Hirsch. Would you agree 
that, while we do not have any chance to compete with these carefully 
prepared statistics, because we are not professionally as qualified as 
you are, that it is probable that other economists could take your 
testimony and reach opposite conclusions with your statistics? 

I know one figure, for instance, which shows the decrease in con- 
sumption as price increases is a highly arguable one. Economists will 
spend whole evenings over beer on that particular question. Is that 
not probably true of most of the figures which you have here? 

Mr. Hirscu. Well, I believe you used the word “opposite.” I do 
not believe that you would find any that would have strongly con- 
vincing figures. I have discussed this with quite a number of college 
economists and some in the United States Department of Agriculture. 
And as I believe I said earlier, everybody I talked with has come out 
with the same general conclusions. 

Now, I grant that if you contacted every economist in the United 
States, you would have some on each side. But I think that on the 
basis of the contacts that I have had that the majority certainly would 
come to the same type of conclusion I have. My contacts have been 
quite extensive. 

Mr. Tewes. I think that is all. 

Mr. Witxiams. May I ask a question ? 

Mr. Anernetuy. Certainly. 


22608—58—pt. 2——_22 
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Mr. Wiiu1ams. Do you believe, Mr. Woolley, that your dairy mem- 
bership in your organization is familiar enough with this proposed 
legislation to pass judgment on it? 

Now, the reason I say that, during the Easter recess, being back 
home, I was invited to meet with Farm Bureau officers of three 
counties—Madison, Herkimer, and Oneida—and there was a very fine 
representation with the officers of those three counties. And this 
question of dairy price stabilization was brought up and there did not 
appear to be one single dairyman in that meeting that knew anything 
about it at all. That was just last Easter. They were all Farm Bu- 
reau members. Many of them were members of the dairy co-ops in 
those three counties. But they said, “We do not know anything about 
it; we would like to know something about it.” 

How could a group like that pass judgment on legislation of this 
kind? Well, that is a fact; that was my personal experience. 

Mr. Woottry. Well, Mr. Williams, the bill, 10043, which I have in 
my hand here, is a 42-page bill. It is complicated. We have held 
meetings throughout the country, and there has been a lot of mis- 
understanding. What we have found is that when farmers under- 
stand what is in the bill, they are opposed to it. But we generally 
find that farmers, until they sit down and study it in these meetings, 
do not know what is in the bill and do not understand it. This is the 
situation generally. 

Mr. WiurtAMs. Well, you did not hold any meetings in those three 
counties. 

Mr. Lovett. Mr. Williams, may I comment on this point? 

This is very understandable if you understand the farm bureau. 
We did not work this proposal up. Now, we can only work up pro- 
posals that come up through our membership. Now, had we worked 
this proposal up, our membership would understand it, because that 
is the only kind of proposal we can work up. But this was worked 
up by somebody else. 

You are now asking how it happens our membership does not under- 
stand what we did not work up. The way we do, we take this pro- 
posal, we look at our policies that our membership has developed, 
and we see that it is contrary to them; then we say we have to be in 
opposition to this because it is in opposition to our policies. 

Our policies relate to things that our members have asked us to get 
for them, not for things that other people have developed. So you 
would not expect us to have had policy meetings on this. We did 
not develop it. 

Mr. Wixi1AMs. Well, you are interested in other programs besides 
your own view on things, are you not? 

Mr. Lovett. Most certainly. We are vitally interested in this. In 
fact, I am personally surprised that anybody submitted this bill. It 
seems contrary in fundamental concept to our competitive enterprise 
system. 


Mr. Wiuu1aMs. Well, I am not saying I am for it or against it. 


But I just experienced that situation when I was up home. 

Mr. Lovetx. I am sure if you went to Louisiana and asked for their 
comment on some cotton legislation that has been proposed by other 
people, that they may not even know anything about it, because they 
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did not have any part in proposing it. How can you expect them 
to know something about it when nobody has ever asked them? 

Mr. Woottey. | think, Mr. Williams, that you should know that 
Mr. Hirsch here, who is in chi arge of our dairy work, has been hold- 
ing meetings throughout the country in various States. 

I was in New York State, and I talked to the presidents and secre- 
taries of the county farm bureaus there, and they asked about it, and 
I explained briefly what was in the bill. Many of them said that 
they were not in favor of it. 

There has been a great number of claims made of the benefits of 
it, but the detrimental things that are in the bill are not brought out 
by the proponents and, therefore, people that have never discussed 
it do not know the other side. When they see the power to tax and 
levy quotas that is in the bill and the fact that it is basically designed 
to operate a monopoly, they say, “This is not what we are for.” 

Mr. Witiiams. You would not expect the average dairyman to 
read that draft of this bill and understand what it all meant, any- 
way. 

Mr. Woottey. No, sir. That is right. 

Mr. Wituiams. It would require a lot of explanation in any 
gathering. 

Mr. Woottey. Yes, sir. 

Mr. Asernetuy. That prompts me to ask this question. 

How is he going to vote on it and know that he is casting an in- 
telligent ballot ? 

Mr. Lovett. That is a very good question. 

Mr. Woottry. If, of course, the cooperatives vote for him, he will 
be in one position; whereas, if he is permitted to vote himself, he 
will have to learn about it before he can vote. 

Mr. AserNetuy. All right; are there further questions ? 

Mr. Quie? 

Mr. Qui. No, sir. 

Mr. Anernetuy. Do you have anything further ? 

Mr. Wootiry. Mr. Hornbac k had his statement that we had hoped 
that he would be able to give to the committee. He can be here to- 
morrow. 

We appreciate very much the committee hearing us, and we hope 
that you will have time to hear the remainder ‘of the opposition 
witnesses. 

Mr. Anernetuy. We will incorporate in the record the appendixes 
attached to your statement. 

I would also like to submit for the record a statement by Congress- 
man Hemphill. 

(The appendixes attached to statement of Mr. Lovell are as fol- 
lows :) 

APPENDIX A 
ILLUSTRATION OF POTENTIAL EFFECTS ON DAIRYMEN’S INCOMES 


While it is not possible to forecast precisely the conditions in the dairy in- 
dustry that would exist if the production control and tax plan were adopted, 
careful analysis of detailed historical records of past experiences enables us 
to foresee clearly the general nature of those conditions. 

The table shows probable developments ccs this plan if it were enacted 
into law in 1958 and if it operated for 2 full years in the manner proposed in the 
bills now before Congress. 
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The footnotes in the table give a step-by-step explanation of the develop- 
ment of the estimated supply, demand, cost, and price figures contained in 
the table: 


Dairy production control and tax plan: Probable developments if (1) the plan 
were enacted into law in 1958, and (2) it operated for 2 full years in the 
manner proposed 


Production control and tax plan ! 
Present program, 
1958-59 program | | 
year | 1959-60 program 1960-61 program 
| year 


a | a | 





Support price. $3.06 | 2 $3.98 | 
Milk sold from farms. - --- - pounds. -| 114, 000,000,000 | 4121, 000,000, 000 5 126, 000, 000, 000 


Demand on domestic market, previous | 
year’s rate. pounds 107, 000, 000, 000 | 110, 000, 000, 000 103, 000, 000, 000 
Increase in demand, due to population | 
increase pounds 2, 000, 000, 000 2, 000, 000, 000 2, 000, 000, 000 


Gross demand, this year_-__- do 109, 000, 000, 000 112, 000, 000, 000 105, 000, 000, 000 
Change in sales due to retail price changes | 
pounds 6 1, 000, 000, 000 7 —9, 000, 000, 000 80 


Net demand, this year._-- do | 110, 000, 000, 000 103, 000, 000, 000 105, 000, 000, 000 
Surplus-...- aesiielcactat do 4, 000, 000, 000 18, 000, 000, 000 21, 000, 000, 000 


Operating loss. -.- 9 $180, 000, 000 10 $990, 000, 000 | 1! !2 $1, 155, 000, 000 
Producer tax receipts- - - d None 13 300, 000, 000 i} 
} 


14 315, 000, 000 

12 840, 000, 000 

Operating cost to taxpayers_ 180, 000, 000 15 690, 000, 000 None 
Average price to farmers for milk used to | | 

produce manufactured dairy products--...! 1613.06 15 $3. 73 | 17 $2. 60-$3 


1 The plan provides for a producer referendum in September 1958. If approved, the plan would become 
effective Apr. 1, 1959. In the Ist year, production quotas would not be in effect and producers would pay 
only a tax of 25 cents per hundredweight on all milk (and milk equivalent of cream) sold from farms. In the 
2d and subsequent years, production quotas and additional taxes could be imposed 

2 Calculated according to the procedure specified in the bill, but using data for March 1958 since similar 
data for 1959 are not yet available. 

3 There is no indication in the bill of the proposed level of price support in the 2d year. The most rea- 
sonable approach is to assume no change from 1959 to 1969. 

4 This assumes an increase in the quantity of milk sold from farms of only 6.1 percent in response to a 
guaranteed price increase (net to farmers) of 21.9 percent or $0.67 per hundredweight. (On Apr. 1, 1953—the 
start of the last year at which dairy prices were supported at 90 percent of parity—the support price dropped 
from $3.85 to $3.74, but farm sales in 1953 rose 6.6 percent above 1952. ‘Thus, the 6.1 percent increase in sales 
shown here is conservatively low.) 

5 This assumes a smaller increase in volume of sales than estimated for 1959-60. Some producers would 
restrict production because quotas would be applied, but guaranteed higher prices would still be atractive 
to most dairymen; many would hope that others would cut their output, and small producers exempt from 
quota restrictions would increase in numbers and volume (The bill provides for ‘‘adjustment of bases” 
for “‘hardship’’ and such other situations ‘‘as the Board deems appropriate.’”’ Experience under production. 
control programs for other farm commodities shows that exemptions for small producers are almost inevi- 
table.) 

6 The farm support price of manufacturing milk (national average test) is in 1958-59 below the 1957-58 
level by 5.8 percent or 19 cents per 100 pounds ($3.25-$3.06). The farm price of milk for fluid consumption 
(considering what happened previously when price supports were lowered) probably will decrease propor- 
tionately less than half as much, or about 2.6 percent. Since nearly half of the milk marketed is used in 
fluid form and a little more than half in manufacturing, this means the average price of all milk sold from 
farms probably will decrease about 4.1 percent. About one-half of the retail dollar spent on dairy products 
reflects farm costs, so a decrease of 4.1 percent in the farm price will lead to a decrease of about 2 percent in 
the retail price. For each 1-percent change in the average retail price of all dairy products combined, con- 
sumption moves in the opposite direction by about 0.5 percent. Thus, with a decrease of 2 percent in the 
average retail price, consumption will increase about 1 percent. This percentage, applied to the volume 
figure of 109,000,000,000 pounds, provides a figure of 1,100,000,000 pounds which, rounded off, gives the 
1,000,000,000-pound figure shown 

7The farm price paid by manufacturers (not the net price to farmers) would rise 30.1 percent over the 
previous year. Based on reasoning outlined in footnote 1, this would mean an increase of about 13.4 percent 
in the farm price of milk for fluid consumption, an average increase in farm price for all milk (fluid plus 
manufacturing) of 21.4 percent, and a 10.6-percent increase in the average retail price of all milk and milk 
products combined. Such an increase in retail price, characteristically, would lead to a decrease of about 
5.3 percent in sales, It is probable, however, that there would be extremely unfavorable publicity about 
“high prices due to a Government-sponsored monopoly.’’ The decrease in sales might be double the usual 
rate of response to a price increase. If figured at half again the usual rate, the decrease would be about 8 
percent; that rate was used in preparing this table. 

8 With no change in the price paid by manufacturers, the increase in the average retail price would be small. 

§ The average net loss of the Federal dairy price-support program in 1957—excluding all costs of the kinds 
that would not be borne by producers during the 2d and subsequent years under a production control and 
tax plan—was $4.70 per hundredweight. The loss on 4,000,000,000 pounds of surplus is figured at $4.50 
per hundredweight here because the loss would be decreased about 20 cents per hundredweight as a result 
of lowering the support price 19 cents per hundredweight below the 1957 level. 
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CONCLUSION 


In neither 1959-60 nor 1960-61 would the dairy production control and tax 
plan work out quite as shown in the table. During each year action would be 
almost inevitable to alter or end the program. But the table shows what would 
happen if the plan operated for 2 full years on the basis of provisions contained 
in the proposed enabling legislation. 

Assuming the program (if adopted) could not operate for 2 full years on the 
basis proposed, what conditions would develop in the dairy industry during that 
period? No one knows precisely. How quickly and in what manner would 
the administering agency or Congress take action? The answer to this ques- 
tion is unpredictable. 

If the program were modified but not terminated, the tax on surplus farm 
sales would become so high as to decrease production on commercial dairy farms. 
The national market for milk would be sharply reduced and more producers 
would share in providing the smaller quantity of milk needed. The average 
of “blend” price could then be higher than the $2.60 or $3 shown for 1960-61 in 
the table. 

Production costs per hundredweight would zoom upward as prices of things 
bought by farmers continued to increase, heavy surplus disposal taxes were 
imposed, and average volumes of output decreased. Net incomes of commercial 
dairymen would drop because increases in the milk prices they received would be 
more than offset by increases in their average costs and decreases in their in- 
dividual volumes of production. 


APPENDIX B 
AMERICAN FARM BUREAU FEDERATION FIVE-POINT DAIRY PROGRAM 


The American Farm Bureau Federation seeks increases in net incomes of dairy 
farmers through: 

1. Increasing consumption. 

2. Balancing supply and demand. 

3. Increasingly efficiency in marketing. 

4. Increasing efficiency in production. 

5. Increasing farmers’ bargaining power. 

These are the program activities related to the five major objectives: 


1. Increasing consumption 


(1) Encourage development and use of new products, and new uses for exist- 
ing products, that will expand the total market for milk. 


10 Due to the increase of $0.92 in support level, plus a much greater volume of price-support dispositions 
for which no income would be received, the net loss per hundred weight of surplus probably would rise from 
about $4.50 to at least $5.50. 

1! This assumes a net operating loss of $5.50 per hundred weight of surplus, the same rate as in the previous 
year. 

13 Provided by a tax of 25 cents per hundredweight on all milk (and milk equivalent) sold from farms. 

13 A $1,155,000,000 loss minus $315,000,000 raised by the basic tax of $0.25 per hundredweight would leave 
$840,000,000 to be raised by additional taxes on producers. A tax of $4 per hundred weight on the 21,000,000,- 
000 pounds of surplus would be required to provide such an amount. 

18 Since only $300,000,000 of the estimated $990,000,000 loss would be borne by producers, a loss of about 
$690,000,000 would have to be met somehow if the farm price of $3.73 ($3.98 minus $0.25 tax) were to be main- 
tained. Since it is extremely improbable that Congress would permit the plan to operate long enough to 
allow such a huge obligation to develop, it appears that the program actually could not operate the entire 1st 
year on the basis contemplated in the proposed enabling legislation, 

16 The annual average market price is nearly always above the support price, but the latter price is used 
here because the difference between it and the market price is likely to be relatively small 

The farm price for milk used in producing manufactured dairy products could vary considerably, 
depending on the methods adopted to tax dairymen to finance the program. If all dairymen received a 
surplus price for a part of their milk—even though all milk produced by some dairymen would be used for 
fluid consumption—the blend price for milk used in manufactured dairy products might be about $3 per 
hundredweight. If those producers whose milk actually was used entirelv in fluid products paid only a 
base tax of 25 cents per hundredweight, then all producers marketing milk for use in producing manu- 
factured dairy products would receive about $2.60 for such milk. This price would apply to manufacturing- 
grade milk and to milk qualified for fluid consumption that was used in manufacturing. These figures of 
$2.60 and $3 would be higher than the price (for milk used in manufacturing) actually received by most 
commercial dairymen. They do not allow for the extra load placed on such producers by probable exemp- 
tions for small producers and favored geographie areas. It does not appear that the program actually 
could operate the entire 2d vear, as planned. To avoid a terrifically high tax on surplus milk, some change 
in operations probably would be made during the year. 
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(2) Participate in industry programs, such as the Dairywide Coordinating 
Committee on Nutrition Research, to develop information useful in stimulating 
consumption of dairy products. 

(3) Support the promotional, research, and educational activities of the Amer- 
ican Dairy Association and the National Dairy Council. 

(4) Encourage publicity on the benefits to consumers of agricultural research, 

(5) Conduct an American Farm Bureau Federation dairy promotion pro- 
gram to assist in State and county farm bureau promotion activities. 

(6) Encourage making milk and milk products more readily available to 
consumers by use of vending and dispensing machines and other methods. 

(7) Support expansion of the school-lunch program and the special milk pro- 
gram for children. 

(8) Encourage increased sales through commercial channels to foreign coun- 
tries, and investigate the possible effects of long-term Government contracts 
for sale of nonfat dry milk. 


2. Balancing supply and demand 

(1) Support the basic approach of bringing supply into line with demand by 
increasing consumption rather than reducing production. 

(2) Support programs designed to result in farm prices for milk that are the 
highest possible in view of the realities of the supply and demand situation. 

(3) Support the present program of providing price supports within a range 
of 75 to 90 percent of parity until an improved program can be developed to 
relate support levels to actual market prices during recent periods. 

(4) Support a coordinated program for all of agriculture that will relate the 
specific program developed for milk to those for other commodities, provide for 
a realistic conservation reserve program in the soil bank, and attempt to bring 
total agricultural production into line with total demand. 

8. Increasing efficiency in marketing 

(1) Promote and encourage research designed to increase marketing efficiency 
and to reduce marketing costs. 

(2) Encourage adoption of efficient marketing practices. 

(3) Oppose efforts by those engaged in the distribution of milk and milk 
products to preserve existing trade practices when innovations would clearly 
result in reduced costs and increased efficiency. 

(4) Support identification at retail levels of the grade of each sales unit of 
the principal dairy products. 

4. Increasing efficiency in production 

(1) Support programs to eradicate brucellosis, bovine tuberculosis, and other 
livestock diseases. 

(2) Support dairy herd production testing programs and encourage greater 
participation in them by farmers. 

(3) Support expansion of sound dairy cattle artificial breeding programs. 

(4) Support research concerned with animal health and improved herd man- 
agement practices. 

(5) Oppose programs that would interfere with dairy farmers’ freedom to 
increase efficiency on their individual farms. 


5. Increasing farmers’ bargaining power 


(1) Support establishment and operation of bona fide farmers’ marketing and 
purchasing cooperatives wherever an economic need for them exists. 

(2) Support growth of farmer cooperatives to provide business units large 
enough and integrated enough to compete effectively at regional and national 
levels with the other large enterprises now operating at those levels. Advise 
and consult with groups of farmers investigating opportunities for such growth. 

(3) Study the pros and cons of proposed legislation to enable milk bargaining 
cooperatives to negotiate prices with groups of buyers. 

(4) Support the principle that farmers’ dairy cooperatives and all other busi- 
nesses are not liable for Federal income taxes on net margins that are allocated 
to patrons on the basis of prior agreements. 

(5) Support adequate appropriations to USDA to provide for research con- 
cerned with the growth and problems of farmer cooperatives and to provide ad- 
visory assistance to individual associations requesting such service. 





ik 
ly 


~ 


of 


DAIRY PRODUCTS PRICE SUPPORT 547 


(6) Favor use of Federal milk marketing orders when they can help develop 
improved marketing conditions for farmers producing milk for fluid consump- 
tion but insist, however, that such orders protect the rights of individual dairymen 
to the maximum extent possible. Urge USDA to develop procedures that will 
assure prompt administrative decisions on matters discussed at public hearings. 

(7) Support a wide range of sound programs designed to provide farmers with 
an equal opportunity to participate with persons in other segments of our economy 
in the benefits of our competitive enterprise system. Included are Farm Bureau 
policies relating to high levels of employment and rising productivity, monetary 
and fiscal matters, restraint of trade, international affairs, international trade 
centers, natural resources, transportation, and agricultural credit. 

(8) Provide effective representation for dairymen, together with other farmer 
members of the nation’s largest farm organization, on matters of importance 
to farmers. 


(The statement of Hon. Robert W. Hemphill is as follows:) 


STATEMENT OF HON. Rosert W. HEMPHILL, A REPRESENTATIVE IN CONGRESS, FROM 
THE FirtH CONGRESSIONAL DISTRICT OF THE STATE OF SOUTH CAROLINA 


Mr. Chairman and members of the Agricultural Committee of the House of 
Representatives: I deeply appreciate the courtesy of your chairman in allowing 
me to come and present my views on this important problem exhibited by H. R. 
10043, by which some seek to institute a Dairy Stabilization Act, for the stated 
purpose of providing rules and regulations to regiment or to control the flow of 
dairy products in interstate and foreign commerce. I realize that the members 
of this committee are far more advised in agricultural matters, particularly 
legislative matters having to do with agriculture, than I am, and I am grateful 
that the Congress has your experience. I am proud to tell you that South 
Carolina is coming to the front in the production of dairy products and in my 
district we have not only some of the finest Guernsey cattle in the world, and 
some of the best butterfat production on records, but we have a very fine plant 
of the Borden Co. in the town in which I live. Our land is adaptable to pasture- 
land, hilly, but well drained, and dairy products are most important to the econ- 
omy of my entire State, particularly my own district. 

I appear here today at the request of the South Carolina Dairy Association 
Inc., as well as the farmers and dairymen of my section. May I implore you to 
be cautious before setting up any board, Federal agency, or department to regi- 
ment the dairy industry. If you are going to set up such a department, every 
means should be used to obtain the necessary information, and to make sure that 
there is a real need, and a real demand, for such legislation. Any authority 
granted can be of great latitude for the purpose of testing and developing, but a 
board could regiment and control to such an extent, if misguided, as to ruin 
the industry and impose regulations which would hinder rather than help. We 
must face the factual truth that the more legislation we have had concerning 
agriculture, the more money we have spent, the more harm seems to come to 
agriculture from Government meddling. 

As I analyze this legislation, the bill provides for the creation of a 15-man 
Federal Stabilization Board which would virtually have complete control of the 
dairy industry in America, The measure bestows vast powers upon the Board, 
including the right to borrow and handle large sums of money—up to $350 million 
at any one time. It provides for mass voting of bona fide cooperative organiza- 
tions in the election of Board members. This would give the large cooperatives 
an opportunity to control the elections. The only qualification for Board mem- 
bers is that they be milk producers or officers of dairy cooperative organizations. 
To successfully operate a program of this magnitude would certainly require a 
Board of experienced businessmen with executive ability and a keen knowledge 
of the dairy industry and domestic and foreign trade. The Secretary of Agri- 
culture would be an ex officio member of the Board without the right to vote. 
The Board could act without his approval or the approval of the President. 

If producers voted in favor of the stabilization program, the support level would 
be raised to 90 percent of parity during 1959. Is this a logical step to take at this 
time? During the last marketing year with the support level at only 83 percent 
of parity for milk and 80 percent for butterfat, commodity credit corporations’ 
purchases were considerably higher for butter and cheese and just slightly lower 
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for nonfat dry milk than purchases during the previous marketing year. See 


supporting data below: 
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No doubt this “90 percent of parity” provision is “bait” to get producers to 
vote in favor of the stabilization program. Raising price supports to 90 per- 
cent of parity could result again in the accumulation of large stocks of dairy 
products which always tends to depress prices and create ill will with the Ameri- 
can taxpayer, the ultimate consumer. 

After the first year the Board would set the price support level and the 
amount of the marketing assessment that producers would pay on milk and 
butterfat marketed. The bill does not specify either maximum or minimum 
limits on the price supports. This authority would be left entirely with the 
15-man Board. We seriously question the advisability of Congress delegating 
this authority. The measure requires that marketing assessments in amounts 
sufficient to cover the costs of the program, as determined by the Board, shall 
be assessed against each milk producer. Initially, the assessment would amount 
to 25 cents per hundredweight of milk marketed. In all probability, over a 
period of time, the cost to the farmer would equal or exceed the benefit that he 
would derive from the program. 

The bill authorized the Board to establish marketing allotments on sales of 
milk and butterfat by individual producers when the assessment for any market- 
ing year exceeds 25 cents per hundredweight of milk. The Board would estab- 
lish a base for each producer marketing milk or butterfat. In establishing such 
bases, historical production, trends, and other factors would be taken into con- 
sideration. The bill does not specify what base period would be used in comput- 
ing individual producer allotments. The period used in calculating such bases 
could seriously penalize milk producers in the newer dairy sections of the 
Southern States and particularly in South Carolina. Furthermore, it could 
limit the future growth and development of the dairy industry in this section of 
the country. Past experience with crop allotments has not been successful, and 
we do not believe that marketing allotments on dairy farmers will be successful 
in controlling the production of milk. There is only one law that will control the 
supply of milk and that is the law of supply and demand. We strongly recom- 
mend that it be given preference over this proposed law. 

In the declaration of policy in this legislation, the authority of Congress to 
interfere, to regulate, the entire milk and dairy products industry is set out 
on page 3. To carry out this policy, the Board, to be created, can, under pro- 
visions of section 15 utilize absolute authority over the dairy industry. It can 
control the market; it can force the price up or down; it can favor or disfavor 
chosen firms, cooperatives, or corporations; it can collect a cartel, design their 
procedure, and eliminate segments of the industry, or decimate, at will. 

Under section 16, it can borrow $350 million to do business with. 

In fact, the power in creation here is almost absolute. All this despite the 
difficulties many farmers are in today because of Government controls. 

No confirmation of the appointees is asked, or required. The Senate, which, 
by tradition screens Federal appointees, is overlooked. 

Under section 34, the Board is authorized to set, administratively, the price 
of milk or butterfat. 

In section 35, is written authority, to control marketing. 

Finally the milk producers pay the bill. Under the provisions of section 48, 
the Board is given the equivalent of the power to tax. I cannot forget that a 
great Chief Justice once wrote “The power to tax is the power to destroy.” 
We have not outlived that maxim. 

It is sometimes difficult to find one’s self in opposition to legislation which 
has been motivated by a desire to be of help. The author of this bill is a dedi- 
cated and brilliant statesman 
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I find, however, that I am opposed to too much Government at any time. 
Much of the farm legislation on the books today is suspect as to helpful effect. 
Before we surrender the freedoms of the dairy industry to a board of 15, let us 
examine carefully, what we are doing. America today is afflicted with too much 
Government and, as a result, taxes that are too high. 

If this great committee favors this legislation, I know it will make sure it is 
in the form of helpful. 

I do not believe this legislation, in its present form, is good for the dairy 
industry. 


Mr. AnerNeTHY. We will meet in the morning at 10 o’clock. 
(Whereupon, at 11:55 a. m., the hearing was recessed until 10 a. m., 
the following day, May 15, 1958.) 





DAIRY PRODUCTS PRICE-SUPPORT AND SELF-HELP 
POLICIES 


THURSDAY, MAY 15, 1958 


House or Representatives, 
SUBCOMMITTEE ON Darry Propucts 
OF THE CoMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met pursuant to recess at 10 a. m., in room 1310, 
New House Office Building, Hon. Thomas G. Abernethy (chairman 
of the subcommittee) presiding. 

Present: Representatives Abernethy, Polk, Johnson, Williams, 
Tewes, Harrison, and Quie. 

Also present: John J. Heimberger, counsel. 

Mr. Apernetiy. The subcommittee will come to order, please. 

Is Mr. Hornback in the room? 

Mr. Hornpack. Yes, sir. 

Mr. Anerneruy. Come around, please. 

Do you wish to have anyone at the table with you, Mr. Hornback? 

Mr. Hornpack. Yes; 1 would like to have Mr. Woolley, please. 

Mr. Asernetuy. All right. 

Mr. Hornback, do you have a prepared statement which you wish 
to read or do you wish to speak extemporaneously ? 

Mr. Hornaack. I would like to file a statement, please, and speak. 

Mr. Anerneruy. You may do as you like. 

Mr. Hornpack. That is what I would like to do. I would like to 
just file a statement and speak to the statement. 

Mr. Apernetuy. All right, the statement will go into the record 
at this point, Mr. Reporter. 


STATEMENT OF E. F. HORNBACK, DECATUR, TEX., WISE COUNTY, 
REPRESENTING THE TEXAS FARM BUREAU, ACCOMPANIED BY 
FRANK K. WOOLLEY 


(The complete text of the prepared statement by Mr. Hornback is 
as follows :) 


STATEMENT OF E. F. Hornspack, DECATUR, WISE County, TEx. 


Mr. Chairman and gentlemen of the committee, I appreciate this opportunity 
to appear before you with regard to H. R. 10043 and other similar bills appearing 
under the name of so-called self-help plans. I am here today representing the 
Texas Farm Bureau which has a membership of 72,680 farm families. Mr. J. H. 
West, president of the Texas Farm Bureau, was unable to be present and asked 
me to present this statement. 

I am a dairy farmer, farming 700 acres of land and milking 100 head of dairy 
cattle. I am a member of the dairy commodity committee of the Texas Farm 
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Bureau. I am in contact with dairymen in all sections of the State of Texas 
and have not found any dairy producer, who knew the context of this bill, 
that is for this plan. 

This would put rigid controls on imports and exports of milk and milk prod- 
ucts both in State and interstate commerce which would require rigid inspection 
that would be extremely expensive. 

This would necessitate the creation of a Federal Dairy Stabilization Board 
with a Federal Dairy Advisory Committee whose functions would be to ad- 
minister this proposed program. The Federal Dairy Stabilization Board be- 
comes an independent agency separate from the Department of Agriculture 
consisting of 15 men appointed by the President on recommendations of the pro- 
ducers or officers of producer cooperatives. The Secretary of Agriculture shall 
set up 15 dairy districts throughout the Nation with a representative from 
each district constituting the membership of the Federal Dairy Stabilization 
Board with said representative being appointed by the President of the United 
States from nominees (3 from each district) submitted by milk producers. In 
addition, the Secretary of Agriculture is to set up a 12-member Federal Ad- 
visory Committee whose membership excludes producers of dairy commodities, 
The membership of this committee will consist of processors, handlers, and 
consumers. 

The Stabilization Board will have the power to enter into and carry out such 
contracts and agreements as necessary and desirable in the conduct of its busi- 
ness without regard to State or local laws. This proposed program authorizes 
the Stabilization Board to borrow any amount of money and encumber the dairy 
products of the dairy farmers of the United States as security against the loan. 
The Stabilization Board has the power to set prices on milk and dairy com- 
modities at such levels as it may see fit on an annual basis. It has the power to 
dispose of whatever products it has control of through any channels. This will 
disrupt present trade channels such as the Commodity Credit Corporation. The 
CCC will be required to loan at any time the Board calls upon it as much as 
$350 million and at the same time be forced to hold off the market such dairy 
products as they have on hand. All present support prices and existing laws 
pertaining to dairy products under the title II section of the Agriculture Act of 
1949 will be suspended during the entire period of this act. This plan will create 
a greater surplus with a support price of 90 percent of parity than under the 
present price structure. 

When prices of dairy products are out of line and the Stabilization Board 
does not take the necessary steps to bring prices in line, then the Secretary cf 
Agriculture can take the matter into the courts; but, it would take at least a 
year or more to get such actions through and in the meantime prices and 
surpluses would be out of control. 

The cost of operating such a program will be paid by an assessment or a tax 
set by the Stabilization Board on an annual basis against producers or handlers 
of dairy products in proportion to the use made of such services and the amount 
shall be based on the cost as required. Such as assessment or tax Shall be col- 
lected by the Internal Revenue on a monthly basis and turned over to the Board 
to be used as it sees fit. All imports of milk and dairy products will be subject 
to such assessments or tax. 


HOW THE PLAN WOULD OPERATE 


There shall be an allotment assigned to each producer of milk or butterfat and 
basis shall be assigned to producers in any year that the assessment or tax shall 
exceed 25 cents per hundredweight. The Stabilization Board allocates allotments 
as it may see fit and it can place one or more assessments on the producer in any 
marketing year and rates may vary between milk and butterfat. All milk and 
dairy products held by the Board, money borrowed, and all assets held by the 
Stabilization Board shall be exempt from taxes, both State and Federal. Also 
income obligations, contracts, transactions (including purchases and sales made 
by the Board) shall be exempt from all Federal, State, and local taxes, licenses 
and fees. All activities, contracts, transactions and other operations lv inembers 
of the Stabilization Board, advisory committee, the executive committee, em- 
ployees, or agents, which are authorized by this act, shall be exempt from 
Federal and State antitrust laws. 

A referendum shall be called by the Secretary of Agriculture on the second 
Monday in September of 1958 to determine whether dairymen want such a 
program in any election or referendum conducted under the authority of this act. 
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The Secretary shall consider the vote of any cooperative association of milk 
producers that is a bonafide agent engaged in marketing milk, butterfat, or 
dairy products of producers as the vote of the producers who are members of, 
stockholders in, or under contract with such cooperative associations. This 
deprives the individual producer of the right to vote. The decision of the 
Secretary in all matters relating to the referendum shall be final. 


REQUIREMENTS OF A SUCCESSFUL DAIRY PROGRAM 


The type of a program that the dairy farmer needs is one that will encourage 
the development of new uses for milk and milk products and new and better 
methods of preserving and preparing dairy products for the markets, both 
domestic and foreign. 

It is important that people be made to realize the high value of milk as the 
most perfect food and the need for it in the daily diet of adults as well as our 
youth. Effective ways should be used to urge all dairymen to participate in 
promotional programs that benefit the dairy industry, but always on a voluntary 
basis. More participation is needed in the programs of the American Dairy 
Association and National Dairy Council by all dairy producers, processors, 
handlers, and the consumer to enable more and better educational programs to 
reach the general public. 

More effort should be made to make milk and milk products available to the 
public by use of vending machines and to make them as attractive as possible 
by use of colorful and attractive containers and by more appealing advertis- 
ing to promote the popularity of drinking milk. 

There is a need for the expansion of the school milk program and the special 
milk program for children with emphasis to parents as to the need of milk in 
the growth and good health of their children. 

We must encourage increased sales through commercial channels to foreign 
countries and investigate the possibility of long-term contracts with these coun- 
tries for both nonfat dried milk and other manufactured dairy commodities. 


BALANCE SUPPLY AND DEMAND 


Any dairy program should aim for increased consumption instead of trying 
to reduce supply. Dairy farmers must be educated in better methods of pro- 
duction, more efficient production and strive to produce better quality; but, at 
the same time trying to keep the prices of dairy products at a level that will al- 
low the housewife to purchase more for her food dollar in milk and milk prod- 
ucts than any other food with the same value in quality and nutrition. Re- 
search should be made in the field of marketing to enable the dairymen to 
better control the flow of milk into the market. This way, the dairymen can 
control production in line with demand and maintain a more stabilized price 
structure. 

INCREASING EFFICIENCY IN MARKETS 


It is urgent that more research be applied to develop more efficient methods 
of marketing and better ways and means of getting dairy products to the con- 
sumer with higher quality without so much cost spread between the producer 
and the consumer. 

Support should be given to the identification at retail levels of the grade of each 
sales unit of all dairy products. This should include content, percentage of 
butterfat, etc. 

INCREASE EFFICIENCY IN PRODUCTION 


A dairy program should support the eradication of brucellosis, bovine tuber- 
culosis, and other livestock diseases. Diseased dairy cattle in a herd have a 
great tendency to lower the quality of the product, and cause the general public 
to be cautious in their use of dairy commodities. If all dairy herds were clear 
of diseases, we in the dairy business would be able to advertise pure milk and 
milk products from healthy cattle. 

It is most important that more research be done in the fields of animal health 
and dairy herd improvement and better management practices. 

A successful dairy program will enable a dairy farmer to produce better 
quality products, with more efficiency and at a lower cost, thus netting him a 
higher net spendable income. I am opposed to any program that places un- 
necessary restrictions, uses compulsory participation or any other means that 
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interferes with the freedom of producers to increase their efficiency on their 
own dairy farms. 
SUMMARY 


If the proposed so-called self-help plan known as H. R. 10043 should be en- 
acted into law, I think it would be the most detrimental piece of legislation to 
the dairy industry of America and would eventually bankrupt them. It would 
cost the consumer untold sums, destroy the quality of dairy products, and dis- 
rupt the economy of this country more than any one thing that I know of at this 
time when we are all trying our best to strengthen the defense and security of 
the Nation. 

I sincerely hope that this committee will not pass out any bill of this type, 
which will set up a quasi-governmental agency with little control by the De- 
partment of Agriculture or any other branch of the Government, or any other 
legislation that will further shackle the dairy industry with regimentation. 
Furthermore, the power to levy and collect taxes is delegated to the Congress 
by the Constitution of these United States and this trust should never be 
violated by Congress, relinquishing any of this power to any Government agency, 

I respectfully request that the members of this committee, after giving diligent 
consideration to the facts set forth in this statement, not report this bill. 

Mr. Hornpack. Gentlemen and Congressmen, I thank you for this 
privilege to appear. It is indeed a privilege. 

One of the first things I would like to discuss here is quotas. 

I am a member of the dairy commodity committee of the Texas 
Farm Bureau back in Decatur. I ama dairy farmer. 

Mr. Asernetuy. Decatur, Tex. 

Mr. Hornpack. Yes, sir; Decatur, Tex. Thank you. 

I am a dairy farmer. That is the only source of income that I have. 
I am not a paid employee of any organization. 

I am here representing the Texas Farm Bureau by request of Mr. 
West, as a dairyman from my State. 

I have some misgivings to this proposal. First, I have misgivings 
about quotas. 

In general, we dairymen of Texas are not inclined to want to 
have quotas. We have seen quotas at work in wheat and in the 
cotton and in the rice and various crops in our States, and as dairy- 
men we do not think they have accomplished what we would like to 
see accomplished. We feel that if we are given the privilege of oper- 
ating our dairies in a businesslike manner, we can, with the help of 
the program that we have now, with a floor to where prices cannot 
drop entirely from under us, do all right. 

Mr. Quiz. The American Dairy Association. 

Mr. Hornsack. The American Dairy Association. 

We feel that we can do more through advertising, through those 
methods, to help people realize the value of milk, its nutrition values, 
and at the same time try to produce milk on as economical a basis 
as possible and to cut down the cost or spread between producer and 
consumer; that we can develop a program whereby we can produce 
a better quality of milk and at the same time save the producer money, 
if we can work out those kinds of arrangements. 

Another thing about dairy quotas: One of the things that we look 
at is that a dairy is not like oats, small grains, or crops of that kind. 
You cannot just say: “Well, I am going to have so many cows this 
year and next year if the demand is higher and the quotas set 
higher, I will have more cows.” It takes a period of years, gentle- 
men, to develop a dairy calf. As you gentlemen know, 3 years is 
about the least time required to produce a dairy cow. 
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Dairy products are perishable products, and that brings in many 
questions. 


Mr. Jounson. May I ask a question right there? 

Mr. Aserneriy. Surely. 

Mr. Hornwack. Yes, sir. 

Mr. Jounson. Would you object to finding out whether the dairy 
farmers in the United States favor quotas or not? 

Mr. Hornpack. Beg pardon ? 

Mr. Jonnson. Would you object to a referendum to determine 
whether the farmers in the United States want a quota or not? 

Mr. Hornsack. Not if the dairy farmer himself was given a vote. 

Mr. Jounson. You would be willing to leave it up to the farmers ? 

Mr. Hornsack. To leave it up to ‘the farmer himself when it is 
explained what quotas would amount to and how they would regu- 
late him and things of that kind. I do not fear the dairy farmer 
himself if he under: stands—now, I do po tand would not approve of 
block voting. 

Mr. Jounson. I would also object to block voting myself. 

Mr. Hornpwack. And that is one of the objections I have to this 
proposal, Any man who is a member of a co-op or cooperative asso- 
ciation maybe denied the privilege of a vote. 

Mr. Trwes. Is that not all, really, that is in this bill? Does it not 
simply authorize the dairy farmer to vote on whether he wants to go 
toa control and a price mechanism ? 

Mr. Hornsack. Did you say, was that all there was in it? 

Mr. Trewes. Yes. 

Mr. Hornpeack. No,sir. No, sir, it is not. 

Mr. Trewes. Well, if there is anything he dislikes, he votes against 
the measure in the referendum, does he not? 

Mr. Hornsack. Well, as an individual dairyman, as I just stated. 

Mr. Tewes. Leave out the co-op block voting proposition. I do 
not know whether you were here the other day, but I think it was 
agreed around the table, even by the proponents, that if this measure 
were passed it probably would provide for individual voting. I 
think it is safe to assume that, on the basis of comments made here, 
that individual voting will be in any final bill. 

Is that then not all that is involved in this legislation before this 
subcommittee? Are we not just giving the dairy farmer an oppor- 
tunity to express his own opinions? 

Mr. Horneack. Well, Conpreemeant 2 I differ with you on that, 
because it has got too many other clauses that are not ex: ictly clear 
to farmers. 

Now, you must remember that we farmers are not lawyers and we 
are not statisticians and things of that kind. Therefore, it is diffi- 
cult for a man to sit down and take this bill, written as it is, and 
thoroughly understand it, unless we have someone who is capable and 
Ww illing to give an unbiased discussion of it. 

Mr. Trwes. Do you not think if this measure were to be passed 
in, say, June, providing for a referendum in September, that there 
would be 90 days of the most intensive campaigning on 30 pages of 
legislation that this country has ever seen? By the end of the 90 
days do you not think the average farmer would have a pretty good 
concept of what he was voting on? ? 





556 DAIRY PRODUCTS PRICE SUPPORT 


Mr. Hornpack. No, I do not. I do not think you could get it over 
to the farmer in 90 days. 

Mr. Tewes. You do not believe this could be made understandable 
to the farmer in 90 days? 

Mr. Horngack. No, sir. 

Mr. Jounson. How many days would you suggest? 

Mr. Horngack. Oh, it would take 6 or 8 months of intensive--— 

Mr. Jounson. Six to eight months? 

Mr. Hornpwack. Six to eight months intensified explanation before 
you could get it over. 

Mr. Tewes. Presidential campaigns will last during August, Sep- 
tember, October; they are 90 days. 

Mr. Hornpack. Yes. 

Mr. Tewes. They involve not only agriculture but all the complex 
problems of the world. Yet this measure you think should have 
8 months ? 

Mr. Hornpack. Yes. There is a difference there, Congressman. I 
daresay that a good portion of the people who vote do not know one 
candidate from another, only by reputation. 

Mr. Trewss. If this bill provided for 8 months’ time, would you 
support the bill? 

Mr. Hornzack. I do not think I could support it under its present 
condition, no, sir, because it carries too many other items with which 
we have misgivings. It has just too many clauses in there that I 
cannot go along with. 

Now, one of them is the tax. We do not think that it is justifiable 
for anyone except a Federal Government or a local or other State 
government to assess taxes. And this bill has a provision for a tax 
or an assessment. And when it became law, then there would be no 
one except the Board who would determine what that tax would be. 
We would not have any say, Congressman, in regard to that tax, 
because the Board would have complete control of it. That is tax- 
ation without representation. 

Mr. Tewes. Well, it is representation in a sense such as we do not 
have even in any other form of our government. If you do not likea 
tax that is imposed by the State, you have to get 51 percent of your 
fellow citizens to go along with you to change it. In this case you 
only need 10 percent to go ‘along with you. 

Mr. Hornpack. Yes. 

Mr. Tewes. I think you have considerable more control under this 
bill than you do over other normal kinds of government activities, 
do you not think so? 

Mr. Jounson. I would like to correct the gentleman there. Ten 
percent can get a referendum. 

Mr. Tewes. Right. 

Mr. Jounson. Of petitions. But after that, it would take 51 per- 
cent to change it. Am I right? 

Mr. Trwes. Yes. 

Mr. Hornepack. If you got 10 percent ealling for a referendum, 
that does not mean that you would get the referendum. Then this 
Board would have the authority in the meantime to go ahead and set 
whatever tax they deem necessary to provide it. 
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Mr. ‘Tewes. On what authority do you say that if 10 percent 
request the referendum there is no assurance you would get the 
referendum ? 

Mr. Woottey. He means assurance to win the referendum. 

Mr. Hornsack. We have no assurance that we would win it, that 
it would be repealed, you see. There is no assurance of that. In 
the meantime this Board would go on and operate under the tax 
plan. 

Mr. Tewes. Except that what you are saying is that, although 90 
percent of the dairy farmers might be for this, you are in the 10 
percent and unhappy with the fact that you are being taxed by 90 
percent. In all other levels of government you can be taxed by less 
than 90 percent. For instance, if you have a 3-way competition for 
an office, some man acquiring as little as 35 percent of the vote actually 

can tax you with authority, right ¢ 

Mr. Hornpack. No. I beg your pardon. That is not the way 
I intended. 

What I say is that if the 10 percent call for a referendum, we have 
no assurance that the referendum then would be called and a vote 
taken on it and repealed, even though a majority of the people were 
not for the tax. 

Am I making myself clear, sir? 

Mr. Tewes. Yes, but I think you are inerror. If 10 percent—— 

Mr. Woouiry. I think what he means is this. In the first place, 
all the dairy farmers would probably not vote. All the people would 
not understand it. There would be a small minority vote. 

The way the bill is drafted now it is obviously drafted in a manner 
that would result in a small group of people having a dominant voice 
with respect to the whole proposition. 

Mr. Tewes. Well, now, you are back to co-op voting. 

Mr. Woorrry. You have removed one of the objections in the bill 
when you remove block voting. 

But in the case of referendums on wheat, cotton, and these other 
comomdities, a very small percentage of the f; irmers were voting, even 
on those. In the case of wool, when they voted on wool some 20 per- 
cent of the woolgrowers are the ones that voted, and then the net ef- 
fect was that 14 percent of the woolgrowers imposed a tax on the 
other 86 percent. 

This is a part of the point that Mr. Hornback is trying to make. 

Mr. Hornwack. Then there is one other thing there. Under the 
wool and the wheat and other acts, the Sec retary of Agriculture sets 
the amount of quotas that there w ill be and what the price of the com- 
modity will be in advance of the referendum, and there is no provi- 
sion made in this for anything of that kind. Therefore, we would 
not have any idea what ‘the tax would be. It says it is at the dis- 
cretion of the Board of Directors as they see fit. They may change 
iton 1 product, 1 price on butter and 1 price on fluid milk. 

Now, another thing is the expenditure of this program. As has 
been brought out previously, 25 cents will in no way bear the expenses 
of the program. Therefore, we know, after the first year’s operation, 
that we would be under quotas and allotments. 

Now, how will allotments be set? There is no designation of that. 
Who has the authority? The Board has the authority. Now, that 
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can create a good many injustices, gentlemen. It can do 2 or 8 
different things. It is possible that when quotas are set up that those 
quotas could be transferable. Little men who did not have large 
enough operations to be economical and on a sound business basis, 
might say, “Well, I cannot operate under it, I will just sell my quota 
or my allotment.” 

Mr. Averneruy. Pardon mea minute. Is there a provision in the 
bill prohibiting transfer of sale quotas ? 

Mr. Woottey. I do not know that there is any prohibition in the 
bill against it. I think the proposition with respect to quotas is 
strictly one that is left up to the Board. 

Mr. Asernetuy. You mean there is nothing in this legislation ? 

Mr. Woottey. There is nothing in the bill to prohibit it. I think 
the Board is given a blank check to do practically anything it wants 
to. 

Mr. Anernetuy. How would they determine a man’s quota? 

Mr. Horneack. That is another question, sir; how would they de- 
termine a man’s quota? As the Board sees fit. That is the way 
the bill reads. 

Mr. Woottey. They have a blank check in the bill; there is no 
limit. 

Mr. Aspernetuy. Well, the Board, of course, themselves could not 
determine it. How many dairy farmers are there in the United 
States ? 

Mr. Woottey. I would say there are roughly 3 million farms hav- 
ing milk cows. 

Mr. Asernetuy. Well, of course the Board could not itself—— 

Mr. Woottey. Probably more than that, probably 314 million of 
them. 

Mr. Anernetuy. What provision is there in the bill for the delega- 
tion of authority to someone to determine what a man’s quota would 
be? The Board itself cannot do it; a 15-man Board sitting in Wash- 
ington could not possibly do it. 

Mr. Hornsack. I believe we will find the wording—— 

Mr. Anernetiy. Maybe one of the drafters of the bill can tell us, 
Can anyone in the room tell us? 

Mr. Woottery. The real question is. Is there any limitation on the 
Board? And there is no limitation. 

Mr. Anernetuy. I want to know if anyone in the room can advise 
us on that point. 

Mr. Parrick B. Heary (assistant secretary, National Milk Pro- 
ducers’ Federation). I can tell you, Mr. Abernethy. 

Mr. Aserneruy. All right. 

Mr. Hearty. These quotas would be established nationally on the 
same percentage of the man’s last year’s production as every other 
dairy farmer in the country has. 

Mr. Anernetuy. Suppose he had just come into the dairy business 
and another man had been in it for 20 years? 

Mr. Hearty. You mean if he had been in the dairy business before? 

Mr. Anernetuy. Yes. 

Mr. Heary. Then he would have, if the national quota were 95 
percent, he would have 95 percent. 
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Mr. Anernetuy. Based on the preceding year’s operation ? 

Mr. Heaty. Yes, sir. 

Mr. Jounson. What if he had just come in, he had no year before, 
he wants to start now? 

Mr. Heary. Well, there is provision in the bill for the Board to 
make rules for the admission of new producers or for the granting 

of quotas to new producers. Then if the Board made such rules, 
they would again apply nationally. If, for instance, the Board said 
75 percent of a man’s production, of a new producer’s production, is 
base milk, then that would apply nationally. 

Mr. Jounson. How did it work with cotton ? 

Mr. Apernetuy. It is fixed in the act. 

Mr. Woottry. Mr. Chairman, you raised a question about what 
the authority of the board is. On page 33 of the bill, section 57, the 
following language appears: 

The board shall establish a base for each producer desiring to market milk 
or butterfat. Bases shall be assigned to producers, including partnerships, 
corporations, or other business entities, and not to herds or farms. The Board 
shall provide by rules or regulations for the transfer of bases in whole or 
in part, for the assignment of bases to new producers, for the equitable ad- 
justment of bases to avoid hardship, for such other adjustments consistent 
with the objectives of this act as the board deems appropriate, including ad- 
justments for deficit production areas, and for such other matters as may 
be necessary or appropriate to set up and operate effectively and efficiently 
the programs herein authorized. 

You are acquainted with the latitude that is in those words. 
There is nothing in those words that precludes the board from doing 
practically anything it decides it wants to do, including the transfer 
of bases on any basis that it decides it wants to have them transferred 
between producers, 

Mr. Anernetuy. Of course, all quotas now under th 
acts are quotas for a certain farm. 

Mr. Woottey. That is right. 

Mr. Aserneruy. It 1s a quota for farms. 

Mr. Woottey. That is right. 

Mr. Anernetiy. But this would be quotas to individuals. 

Mr. Woottey. That is right. 

Mr. Trewes. Well, now, Mr. Woolley, if you were a consumer, and 
came in here and registered these objections, it would seem to me that 
there would be some reason. But here you are representing a farm 
group, complaining rather bitterly because a board controlled by 
farmers is going to be given authority to handle its own affairs. 

Mr. Wooutry. I am glad you raised the question of it being con- 
trolled by farmers. ‘This is ~ st the point. In the first place, it will 
not, necessarily be controlled by farmers, The drafting of the bill 
again refers to producers. Anybody can qualify as a producer, Any- 
body can qualify to get on the board if he has a minor interest in 
a dairy production operation. The managers of the co-ops can be 
on the board. To say that the dairy farmers are going to control it 
isa enphemism that is not spelled out in the bill at all. 

Mr. Tewes. Well, what would you do; define a dairy farmer? 

Mr. Wooutry. Well, in the first place, our testimony yesterday, 
the American Farm Bureau Federation testimony, was clear to the 
point that, as long as the central core of the idea is an attempt to 
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operate a monopoly, it is contrary to the principles of the American 
Farm Bureau Federation. So, you have to get. out the whole idea 
of trying to operate a monopoly before it would be consistent without 
policies. 

Mr. Trewes. So, in effect, what you do to my questions, and what 
the gentleman, Mr. Hornback, has done, is to say, “We have these spe- 
cific objections.” Then, when I say, “T ell me what you do about those 
objections,” or I say, “If I eliminate the objections, will you support 
the bill?” You turn around and say, “No; I am against this whole 
thing in principle, anyway.” Your objections to specific portions of 
the bill do nothing to embellish your testimony at all. You are just 
plain against the legislation, even if we eliminate the features to 
which you object. 

Mr. Woottry. We are against the bill because it establishes quotas. 
We are against the bill on the basis of the fact that it will encourage 
the increased production of dairy products and, at the samet ime, 
it will decrease consumption. We are opposed to it because it is an 
attempt to create a monopoly. Those are all specific criticisms of 
the bill. 

A question came up here with respect to the allocation of allot- 
ments. There have been all kinds of battles for the last 25 years as 
to how you will allocate allotments between farms, between States, 
areas, and so forth and so on. Here is a bill that comes up and gives 
« blank check to a board that is not subject to governmental control. 

It is a very loose arrangement. A blank check is being given to 
a small, select group, to set quotas. The amount of the quotas are 
unknown. A blank check is being given to a nongovernmental group 
to set taxes, and we do not know what the taxes are going to be, 
beforehand. 

Mr. Tewes. Your solution, then, isa free market ? 

Mr. Hornpack. That is exactly it ; yes. 

Mr. Woottey. Our solution is, basically and fundamentally, that 
we are in favor of the operation of a program which takes into ac- 
count supply and demand. We do not say that we want to get away 
from price supports. 

Mr. Hornrack. No. 

Mr. Wootiry. We think that there is a proper place for price sup- 
ports, but we do not. think that it is one that should stimulate excess 
production to ruin our markets; we want it to help in the marketing 
of our commodities, because, sooner or later, that is where we are 
going to get our income from. 

Mr. Tewes. What that really means is you always want to keep 
supports low enough so that they do not interfere with supply and de- 
mand, which, in effec t, means they are not really a floor; is that right? 

Mr. Hornsack. No. 

Mr. Woottry. We are opposed to a drastic decline taking effect 
suddenly with respect to the production of a commodity or the price 
of a commodity, and that is the reason we want a floor to be at a 
reasonable level that will avoid real serious difficulty. But we do 
not want a floor that is so high that it will have the effect of retarding 
desirable adjustments that w ould otherwise take place. 

Mr. Trewes. All right; at today’s prices, where would you support 
the prices to avoid difficulty? Would you say, that some of my 
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farmers getting $2.80 for manufactured milk, are not in difficulty ? 

Mr. Wootrey. Our basic proposition is that we think you ought 
to set the level of price supports so that, as a normal proposition, 
the production that results at that price will clear the market and 
not pile up surpluses in the hands of the Government. 

Mr. Tewes. All right; let us put that into figures. What would 
that be today / 

Mr. Woottey. It will vary at different times under different cir- 
cumstances and under different alternative uses of your land and 
everything else. I mean this is one of these things; this gets down 
to a proposition that we have discussed many, many times before 
this committee, the question of whether or not you waht a program 
to be a price-fixing program or whether or not you want it to be a 
floor above which, most of the time, prices will be fixed by the inter- 
play of the market. 

Mr. Tewes. All I want from you is a statement now. At $2.80, do 
you think the floor should be below that figure in Wisconsin ? 

Mr. Wootiey. Well, now, you are again asking me to fix a price, 
and I am telling you in the same breath that we are not in favor of 
price fixing, as such. But what we want the price to do is to vary 
up and down in relationship to supply and demand factors. But 
we want. a floor there against— 

Mr. Tewes. But that is a meaningless phrase. 

Mr. Woottey. Oh, no. 

Mr. ‘Tewes. Because, when milk is at $2.80, you say you want the 
floor below that. If we go on a supply and demand market, milk in 
Wisconsin will drop to $1.80. Under your principle, the floor would 
then be below $1.80, Actually, if the milk went to 10 cents, under 
your theory, your floor would be under 10 cents. It is a floor which 
has no meaning. 

Mr. Woottey. That is your interpretation. 

Mr. Tewes. Well, will you assist me in my interpretation by 
telling me at what point a floor becomes a floor / 

Mr. Woottry. As I said, we want the floor on any commodity to 
be at a level which ordinarily would not result in the amount pro- 
duced at that price building up a surplus. You, as a businessman, 
understand that such prices are not constant. It is a variable proposi- 
tion from day to day. 

Mr. Tewes. What is it today? Iam asking. 

Mr. Jounson. Going back to this Wisconsin proposition, it is a 
known fact, and I think $3.02 was supposed to be the support. level 
now. <A lot of farmers get $2.90, and we are piling up a surplus of 
cheese and butter. Will you admit that? 

Mr. Woottey. I do not know how much we are piling up right now 
at this particular time. Ordinarily, you will get some buildup in the 
milk flush. 

Mr. Jonnson. You will admit that there is a surplus of dairy 
products at the present time / 

Mr. Wootiry. I think you always get a surplus in the milk flush. 

Mr. Jounson. Has that not been so all vear ? 

Mr. Wootiey. Well, I understood that the new price support just 
took effect. April 1. 

Mr. Anernetuy. May I ask a question on this? 
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Does this bill provide for complete abandonment of the price-sup- 
port program and a movement over to self-help # 

Mr. Woottey. No; it provides for setting it aside as long as this 
proposal was in operation. In case operation was discontinued, then 
the other price-support mechanism would come back into effect. 

In other words, this is not a complete substitute for the present 
law. 

Mr. Jounson. Well, going back to the point—— 

Mr. Apernetuy. I did not understand it that way. I thought the 
idea was to transfer to this program out and out. 

Mr. Jounson. It does. But they do not repeal the law, so in case 
the farmers ever repealed this program, unless the Congress changed 
the law, they could go back under the program they are under now. 

Mr. Woottey. That is it. 

Mr. Hornpack. Yes. 

Mr. Jounson. But going back to my point that I was talking about 
with you, Mr. Woolley, if there is a surplus—and I think everybody 
in the room will say there is a surplus of dairy products now—under 
your theory, then we are supporting dairy products too high at the 
present time ? 

Mr. Woottey. No; I did not say that. 

Mr. Jounson. But if you take what you said as the rule, we are. 

Mr. Woottey. But the surplus, Mr. Johnson 

Mr. Jounson. No;amJ right? Answer that question. 

Mr. Woottry. The surplus that was in existence today was built up 
under a level of price support that is higher than what is in effect 
today. 

Mr. Jonnson. Very well, then. Six months from now, under this 
new cut in dairy products, if we still have a surplus would you in the 
Farm Bureau advocate lowering the support price at that time to 
carry out your theory. You would have to ask for it to be consistent. 

Mr. Woottry. The Farm Bureau would, if the support price at 
$3.06 per hundredweight— 

Mr. Jounson. Yes? 

Mr. Woottry. Results in over a period of time continuing 

Mr. Jounson. How long a time? 

Mr. Woottry. You have to take at least a year, because, as you well 
know, you get an increased production during the milk flush. 

Mr. Jounson. All right, say a year, then. 

Mr. Woottey. Yes. 

Mr. Jounson. Then at the end of that year if there is a surplus, 
would you advocate lowering the support price at that time? 

Mr. Woortry. We would think that there is a possibility that the 
support price is erroneous at that level; however, we believe that over 
a period of time the price support at the present level will work out 
all right. We do not think you are going to build up surpluses to any 
appreciable extent under this partic cular level of price support. 

Mr. Jounson. Do you think the production of milk will go down 
and the farmers will sell milk cows for beef ? 

Mr. Woottey. No, we think the consumption of milk will go on up 
and absorb the production. 

Mr. Jounson. Then at the end of the year if there is still a sur- 
plus you will advocate lowering the support price? 
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Mr. Woouttry. No, I did not say that. I cannot sit here today and 
adequ: ately represent the American Farm Bureau Federation and say 
what we are going to do a year from now, because what we are going 
to do a year from now will be decided by the voting delegates at the 
next annual meeting. 

Mr. Jounson. If we applied your theory across the board a year 
from now, Mr. Woolley, would you advoc ‘ate lowering the price sup- 
ports? IJ am not saying about the Farm Bureau, I am just saying 
about you? 

Mr. Woouiey. Of course, I only speak for the Farm Bureau. As 
an individual I probably would not even be before the committee; 
the committee probably would not waste time listening to me. 

Mr. Asernetuy. There is nothing Mr. Woolley can do about the 
price-support program, Let us get back to self-help. 

Mr. Woouttey. Yes. 

Mr. Asernetuy. Mr. Woolley complained about it for about a year, 
and there is nothing he can do about it. 

Mr. Woottey. Yes. 

Mr. Aserneruy. You are in the minority on that score. 

Mr. Poitkx. Mr. Chairman. 

Mr. AperNetuy. Congressman Polk. 

Mr. Poix. I beg your pardon, go ahead. 

Mr. Tewers. No, you go ahead. 

Mr. Anernetray. All right. 

Mr. Potx. Mr. Woolley, returning to the question before the sub- 
committee, I should like to read a few sentences from page 7, sec- 
tion 5, under the heading “Federal Dairy Stabilization Board” 

There is created in the Department as an independent agency and instru- 
mentality of the United States a Federal Dairy Stabilization Board consisting 
of fifteen members to be appointed by the President after receiving nominations 
from milk producers as hereinafter provided. Only persons who are milk pro- 
ducers, or who are officers of dairy cooperative associations which meet the 
requirements of the Capper-Volstead Act (7 U.S. C. 291-292), or who are officers 


of federations or marketing agencies in common owned and controlled by pa 
cooperatives, shall be eligible to serve on the Board. 


And this is the point I want to stress: 


Not less than eleven of the fifteen members of the Board shall be milk pro- 
ducers. 

The reason I am reading that is because I think we should clarify 
our thinking with reference to the membership on this Board. It 
seems to me, from the way that this bill is drawn, that the interests of 
the producers are pretty well protected in that 11 of the 15 members 
of the Board shall be milk producers. 

Mr. Woottry. May I direct your attention to page 7, line 1, begin- 
ing on line 1, the definition of “milk producer” ? 

“Milk producer” means any person engaged in the production of milk or butter- 
fat for market. 

Now, Mr. Hornback is a dairy producer. He has no other source of 
income. However, under this definition, you could be a dairy pro- 
ducer ; I could be a dairy producer; and I could have 99 percent of the 
interest of my income from being a processer and I could still qualify 
as a milk producer under this definition. 
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Mr. Potk. Do you think that the farmers would nominate you if you 
were a processer ? 

Mr. Woottey. Do I think that cooperatives would nominate me? 
Some cooperatives might. 

Mr. Anernatuy. Is the nomination confined to farmers? 

Mr. Wootiey. No, it is not confined to farmers; it is confined to 
milk producers or officers of dairy cooperative associations. The 
people who would have the primary interest in this and who are the 
primary advocates are not farmers but are the people that are con- 
nected with the cooperatives and the National Milk Producers Fed- 
eration staff. 

Mr. Potk. Do you not think we are sort of straining a point when 
we make such a big issue over that particular question about who is the 
producer and who is not a producer? If dairy people are running 
their program as this bill envisions, certainly they are not going to 
send the names of people to the President who are not bona fide dl airy 
producers or at least persons who are people sympathetic with the 
problems of the dairy farmer. 

Mr. Woottry. Well 

Mr. Pork. Is that not a safe assumption, that the nominations are 
going to be pretty carefully gone over by these farmer groups before 
the names are submitted to the President for nomination ? 

Mr. Woottey. I think whenever you depart from the proposition 
that individuals are going to be the ones that are doing the voting— 
and I grant the point that Mr. Tewes made; he thinks that they ought 
to get away from bloc voting—that does a lot to help our thinking. 
But any time that you are setting up a proposition that involves the 
kind of monopoly power that this bill does, you have got to be extremely 
careful amout all of the details of the suffrage involved and who has 
the power. 

This is one of the most powerful documents that has ever been 
presented to this committee or the Congress with respect to the exer- 
cise of power over individuals. It should be approached with extreme 
caution, because of the excess power that is involved. 

Mr. Pork. But the farmers vote on it, and a majority of the farm- 
ers have to approve the proposition before it goes into effect. 

Mr. Wootxey. It does not say farmers as such. It does not—if 
this were defined ; if this were defined differently, if a milk producer 
were defined to be a person who is engaged in the production of milk 
who has his primary source of income from d: airying, and you elimi- 
nated a lot of other influenc es that are in here, then you would be able 
to say what you are saying. But it is not defined that way. 

Mr. Pork. Well, maybe we should change the definition. 

Mr. Woo.tey. Yes. 

Mr. Tewes. Would you then vote for the bill ? 

Mr. Woottey. If you will eliminate the proposition of monopoly, if 
you will eliminate the proposition of the unlimited power to tax, if 
you will eliminate the proposition of quotas, why, then, of course, we 
begin to get into a realm where we could agree. 

Mr. Avernetuy. Mr. Hornback, do you have anything further ? 

Mr. Hornpack. Yes. Thereis1 or2 other things. 

Gentlemen, this is a matter that we as dairy farmers have to live 
with every day in the year. And we do not like the idea of having 
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these things set up and not knowing from one day to the next what it 
is going to be. 

Now, under the present program, of course, we have certain mis- 
givings. I cannot see where this program would improve or even 
help. 

I do not believe in coming up here before you gentlemen and just 
criticizing this one bill and not trying to offer some kind of a substi- 
tute or something to work toward; therefore, I would suggest that we 
try, the Congress and we dairymen, try to get together and work out 
some means where we can have more research in the production and 
marketing of milk, more research in animal health, and the eradica- 
tion of diseases, especially brucellosis and bovine TB. 

Mr. Anerneruy. There is adequate authority for that, I think. 
Mr. Hornezack. I know, but then we still need more, Your Honor. 
That is what I would recommend, that we put more emphasis on those 
things. If we can clear the dairy herds of this Nation of these 
diseases that are transmittable from the cow to the human, we could 
encourage the consumers of milk to use more milk because we could 
advertise pure milk from pure cattle. That would help break down 

some of the barriers that we find today in our markets. 

Many people, especially in my area, say: There are cattle here with 
TB and brucellosis. I know we have a TB law, but it is not as rigidly 
enforced as it should be and adequate funds are not available in our 
area to take care of it. The brucellosis eradication program is just 
now starting. 

Mr. Jonnson. May Lask a questionat this point ? 

Mr. Hornpack. Yes, sir. 

Mr. Jounson. Have you a Federal milk order in your area? 

Mr. Horxpack. Yes, sir. 

Mr. Jounson. I thought you wanted less Government interference. 
Would you like Congress to repeal the Federal milk order? 

Mr. Flornsack. No, sir. 

Mr. Jounson. You like that? 

Mr. Horneack. It has some shortcomings, and I think it can be 
improved. 

No, sir, I would not recommend the repealing of the Federal milk 
order. It is a stabilizing factor in the milksheds, in that the distrib- 
utors cannot automatically, because surpluses are high today, drop 
milk prices, and then when surpluses get low tomorrow, raise milk 
prices. 

Mr. Jonunson. I think you realize that we in the Middle West have 
not had the advantage of any Federal milk orders and I do not know 
where Congress was “when they made these Federal milk orders per- 
manent. But they did. And now it seems every time you try te do 
something for the manufacturing milk area we have got the Federal 
milk order people coming in here and saying they do not want it 
for us, but the Federal orders are fine for them. 

Mr. Anernetnuy. | think the trouble about that is that most of the 
dairy farmers live in milk order areas; is that not what the situation 
is? 

Mr. Jounson. Well, the Congress passed it back in 1937 and made 
it permanent. Was that not when it was passed, 1937, the Federal 
milk order levy ? 
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Mr. Woottey. The Marketing Agreement Act of 1937 
authority for Federal milk marketing orders. There are milk mar- 
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keting orders, though, in the Middle West. _ ' 
Mr. Azernetuy. | thought they had a milk order in Milwaukee. 
Mr. Woottey. I have a list of milk orders, if you want to put 
them in the record, and there are a lot of them in the Middle West. 
(The data referred to above is as follows :) 


FrepERAL MriLK MARKETING ORDERS, BY AREAS 


New England: 
Boston, Mass. 
Merrimack Valley, Mass. 
Springfield, Mass. 
Worcester, Mass. 
Fall River, Mass. 
Middle Atlantic: 
New York, N. Y. 
Philadelphia, Pa. 
South Atlantic: 
Wilmington, Del. 
Wheeling, W. Va. 
Clarksburg, W. Va. 
Tristate area ; Kentucky-Ohio-West 
Virginia 
Bluefield, W. Va.-Va. 
Appalachian, Tennessee-Virginia- 
Kentucky 
East North Central: 
Cleveland, Ohio 
Akron-Stark County, Ohio? 
Upstate Michigan 
Muskegon, Mich. 
Detroit, Mich. 
Toledo, Ohio 
Lima, Ohio 
Dayton-Springfield, Ohio 
Columbus, Ohio 
Cincinnati, Ohio 
Fort Wayne, Ind. 
Milwaukee, Wis. 
Rockford-Freeport, Il. 
Chicago, Ill. 
South Bend-La Porte, Ind.’ 
West North Central: 
Duluth-Superior, Minn.-Wis. 
Minneapolis-St. Paul, Minn. 
Dubuque, Iowa 
Cedar Rapids-Iowa City, Iowa 


1Prior to mergers, percentages based on sums in separate markets: 


West North Central—Continued 
Quad Cities, Illinois-Iowa’* 
Eastern South Dakota 
Sioux Falls-Mitchell, S. Dak. 
Black Hills, 8S. Dak. 

Sioux City, lowa 

Omaha-Lincoln-Council Bluffs, 

Nebr.-lowa 

St. Louis, Mo. 

Ozarks, Missouri-Arkansas 

Kansas City, Mo.-Kans. 

Topeka, Kans. 

Neosho Valley, Kans.-Mo 

Wichita, Kans. 

Southwest Kansas 
Past South Central: 

Louisville, Ky. 

Paducah, Ky. 

Knoxville, Tenn. 

Nashville, Tenn. 

Memphis, Tenn. 

Chattanooga, Tenn. 

Central Mississippi 
West South Central: 

Central Arkansas 

Fort Smith, Ark. 

Oklahoma metropolitan area? 

Texas Panhandle 

New Orleans, La. 

Shreveport, La. 

North Texas 

Austin-Waco, Tex. 

San Antonio, Tex. 

Corpus Christi, Tex. 

Central west Texas 
Mountain: Central Arizona 
Pacific: 

Puget Sound, Wash. 

Inland Empire, Washington-Idaho 


Stark County was 


merged with Akron, February 1, 1957; suburban Chicago was merged with Chicago, July 
1, 1951; La Porte County was merged with St. Joseph County, December 1, 1947, and 
market was renamed South Bend-La Porte; Clinton was merged with Quad Cities, December 
1, 1951: Muskogee was merged with Tulsa August 1, 1953; Oklahoma City was merged 


with Tulsa-Muskogee, May 1, 1957. 
Source: 


USDA, AMS Statistical Bulletin No. 218, October 1957, p. 354. 


Mr. Anerneruy. That is what I thought. 

Mr. Jounson. I am talking about manufacturing milk here. 

Mr. Hornwack. Sir, in regard to the milk order, I am speaking of 
a milk order that has control over both fluid milk and manufactured 


milk. That is the one in Texas. 


Mr. Jounson. Under the Federal Milk Order Act. 
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Mr. Hornpack. Yes, under the Federal Milk Order Act. 
Now, a portion of our State is not under the Federal milk order. 
The milkshed in Houston is not under the Federal milk order. 

Mr. Jounson. I have no further questions. 

Mr. Apernetuy. Are there further questions ? 

Thank you very much, Mr. Hornback. 

Mr. Hornwack. Thank you, gentlemen. 

Mr. Woottey. Thank you, Mr. Chairman. 

Mr. Asernetuy. Thank you, Mr. Woolley. 

Mr. Reed. 

Mr. Brown is from out of town, Mr. Reed. He is the next witness. 
Would you object to his going on now and your following him? 

Mr. Reep. Not at all. I would like to be assured of ple mnty of time 
to make my statement, Mr. Abernethy. I do not care when I go on, 
this morning or this afternoon or tomorrow morning, whenever you 
wish. 

Mr. Aserneruy. How much time do you want; have you and 
idea? I know we take up more time than we should. 

Mr. Brown. I would guess, sir, at least 30 minutes, whatever ques- 
tions you have. 

Mr. Apernetiy. Mr. Reed, would 45 minutes give you enough time? 

Mr. Reep. Yes, sir. 

Mr. Asernetuy. All right, come around, Mr. Brown, we will hear 
you now with the underst: randing that at 10:45 Mr. Reed will go on. 

Mr. Brown, you have a rather lengthy statement here. Do you 
want to present the entire statement, or do you wish to explain it 
extemporaneously ¢ 

Mr. Brown. I would like for the entire statement, sir, to go in the 
record, and I will try to paraphrase it in the interest of saving time. 

Mr. Asernetuy. All right. I think maybe we should give you as 
much opportunity as we can to complete your statement. We will try. 

Mr. Brown. Thank you. 

I would say, sir, that if you do not have sufficient time, that I would 
be willing to stay tomorrow and see this thing through. 

Mr. Apernetuy. All right. 

Mr. Brown. I have with me Mr. Adolph G. Walkley, from Conesus, 
N. Y., a milk producer and vice president of my organization, Mutual 
Federation of Independent Cooperatives, at Syracuse, N. Y. 































STATEMENT OF DORRIS D. BROWN, ECONOMIST, MUTUAL FEDERA- 
TION OF INDEPENDENT COOPERATIVES, INC., SYRACUSE, N. Y.; 
ACCOMPANIED BY ADOLPH G. WALKLEY, VICE PRESIDENT 





(The complete text of the qualifications sheet and prepared state- 
ment by Mr. Brown are as follows :) 


QUALIFICATIONS OF Dorris D. BRown, EcoNoMIStT 





1. Born and reared on a Missouri dairy farm where fluid milk was either 
bottled and distributed locally or sold in bulk on the Kansas City market. 

2. Training: B. S. degree in Agriculture, University of Missouri, 1935, with a 
major in dairy production and milk manufacture. M. A. degree in extension 
education, University of Missouri, 1948. Master’s and doctor’s degrees in public 
administration, Harvard University, 1950 and 1952. 

3. Experience: 11 years Missouri County Extension Agent in dairy produc- 
tion counties serving the St. Louis market; 4 years extension economist, Uni- 
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versity of Missouri; major assignments in farm management and milk market- 
ing; 5 years North Carolina State College teaching, extension and research in 
farm management and milk marketing. Last 3 years in present position as eco- 
nomist, Mutual Federation of Independent Cooperatives, 111 West Jefferson 
Steet, Syracuse, N. Y. Milk marketing in the Northeast, mainly in New York, 
New Jersey, Connecticut, and Pennsylvania milk markets. 

Statistical data consultant to the United States Department of Commerce, 
Member of the statistical data committees of the American Farm Economies 
Association and the American Marketing Association. 


STATEMENT OF Dorris D. Brown, ECONOMIST, MUTUAL FEDERATION OF INDEPENDENT 
COOPERATIVES, INC. SYRACUSE, N. Y. 


My name is Dorris D. Brown. I am employed as a milk marketing economist 
by Mutual Federation of Independent Cooperatives, Inc., 111 West Jefferson 
Street, Syracuse, N. Y. My training and experience as a milk marketing eco- 
nomist have been furnished each member of your committee. 

My organization includes in its membership 50 milk marketing cooperatives 
with about 8,000 dairy farmer members in the States of Pennsylvania and New 
York. My cooperative is a member of the National Milk Producers Federation, 
Many of Mutual’s board of directors and many of our members are also mem- 
bers of the local units of the National Grange and the Farm Bureau. We, along 
with others, have opposed this so-called self-help program in all recent meetings 
of the National Milk Producers Federation. 

Dairy farmers in my organization are for those principles of a self help pro- 
gram for the dairy industry that will: 

(a) Permit a great degree of freedom for the operation of supply, demand 
and competition in the production, processing and distribution of milk and 
milk products. 

(0) Eneourage greater consumer acceptance of milk and-milk products 
through regular commercial market channels. 

(c) Increase the bargaining power of dairy farmers through their local 
cooperatives. 

We would urge continuation of the (a) school milk and armed services milk 
and milk products programs, (0) present Federal tax-financed dairy price 
support programs, (c) Federal milk orders system, and (d) the purchase and 
transfer by the Government of dairy products needed to improve our inter- 
national relationships. 

We oppose the proposed self-help program because it will 

1. Materially increase retail prices for milk and milk products and materially 
reduce the volume of milk and milk products purchased by consumers. The 
volume thus accumulated must be added to the surplus now existing and the 
new production that would be stimulated by a high support level. 

2. Cause net incomes for dairy farmers to be lower than with Government 
price supports of $3.06 when costs are fully recovered by the producer-paid 
milk tax, 

3. Discriminate against some producers and some consumers when marketing 
quotas and the milk tax are in use on all milk produced. 

4. Give the self-help Board undesirable monopolistic authority to eliminate 
the effectiveness of all Federal and State milk-inarketing orders and to take 
over and operate all milk plants and the programs of ADA and the dairy council 
to the disadvantage of local producers, their cooperatives, and consumers. 

5. Endanger good international relationships. 

Back of this statement is an intensive economic analysis of proposals for a 
dairy farmer-financed milk price-support program as outlined in H. R, 10043 
and the other similar bills. This analysis has attempted to forecast milk sup- 
plies, consumer demand, the cost of the milk tax to be imposed on milk producers. 
Then the effect on both gross and net dairy-farm incomes for typical dairy 
farmers and the effect on consumer costs is estimated. Data published by the 
United States Department of Agriculture has been used as background material 
for this study. The analysis ussumes continuation of the school and armed 
services milk programs at present levels and financed from Government funds. 
It assumes continuation of Federal and State milk-marketing orders. 
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I. THE CONSUMER MARKET FOR MILK AND MILK PRODUCTS WILL BE MATERIALLY 
REDUCED 


Under the provisions of the proposed Dairy Stabilization Act, a milk price- 
support level of $3.98 would be called for by this proposal, using data available 
at this time. This is an increase of 92 cents per hundredweight of milk from 
the support-level price of $3.06 effective April 1, 1958. Presumably this 92-cent 
increase in producer prices would apply to both fluid and manufacturing milk 
uses. 

Buyers of milk from farmers would be expected to pass this 92-cent per hun- 
dredweight cost of milk plus a 5-cent to 10-cent increased handler cost of 
recordkeeping, milk tax collection, and reporting imposed on them, on to con- 
sumers. Consumer prices would move upward the equivalent of 97 cents to 
$1.02 per hundredweight of milk. Let us round it off at $1 per hundredweight. 

The proposed increase in support level for April 1, 1959, of $3.06 to $3.98 
would increase the cost of butterfat and milk solids in consumer prices for: 
butter, 13 to 16 cents per pound or about 22 percent; nonfat milk solids, 2 to 4 
cents per pound or about 22 percent; cheese, 10 to 11 cents per pound or about 
1S percent; ice cream, 14 cents per gallon or about 7 percent; fluid milk, 2 cents 
per quart or about 8 percent. 

In 1957, consumers purchased 107 billion pounds of milk and milk products 
from handlers and dairy farmers. Thus the so-called self-help program would 
add over $1 billion to the cost of milk and milk products purchased by con- 
sumers. Consumers would either pay this added cost or consume less milk and 
dairy preducts. Consumers would not save any Federal tax because of this 
program. 

Consumers always have and presumnbly will continue to respond to changes 
in milk and butter prices. The degree of consumer response varies with the 
change in price, consumer incomes, and the price of and availability of substi 
tutes. A 10-percent increase in the consumer price of butter and cheese usually 
brings about a 7-percent drop, but ranging from 5 to 16 percent, in the volume 
of butter and cheese consumers buy. <A 10-percent increase in the consumer price 
of fluid milk usually brings about a 3-percent drop, but ranging from 0 to 5 per- 
cent, in the volume of bottle milk consumers buy in this form. 

If we assume a 7-percent drop in consumer purchases of butter and cheese 
for each 10-percent increase in 1958 consumer prices, then this self-help pro- 
posal would reduce the volume of such sales to consumers by 5.3 billion pounds. 
Sales of other manufactured milk products would drop by 1.3 billion pounds 
with a 5 to 10 relationship. Likewise a 3-percent drop in fluid milk sales for 
each 10-percent increase in consumer price would reduce bottled milk sales by 
1.3 billion pounds. 

On the basis of the above calculations, a 92-cent higher price support level 
would be expected to cause a 7.9 billion pound loss in milk and milk product 
sales. However, an allowance should be made for requirements of our increas- 
ing population. In recent years commercial sales have increased at the average 
rate of 1.4 billion pounds per year. This amount subtracted from the 7.9 billion 
pounds would leave a net sales loss of 6.5 billion pounds of milk. 

Thus we conclude that the proposed self-help program would materially in 
crease retail prices to consumers and materially reduce the volume of milk and 
milk products purchased by consumers. Human nutrition studies indicate the 
need for more rather than less consumption of milk and milk products. In addi- 
tion the 6.5 billion pound loss in sales must be added to the 5.9 billion pounds 
(6.5+5.9=12.4 billion pounds) surplus (1957 CCC purchases) and any increase 
in milk production resulting from higher producer milk prices to determine 
both the volume of surplus and cost to producers via the milk tax imposed by 
this proposal. 

See tables 1 and 2 for the basic data and calculations given above. 


ll. SELF-HELP WILL REDUCE RATHER THAN INCREASE NET INCOME ON MOST DAIRY 
FARMS 


Dairy farmers would have the job of paying for the entire cost of purchase and 
disposal of that part of their marketings that consumers failed to buy. The 
self-help board would collect from each dairy farmer a self-help milk tax on 
all milk marketed to pay the costs of surplus milk and for receiving, process- 
ing, storage, packaging, transportation, administration, etc., as decided by the 
self-help board as necessary to achieve their purpose. 
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An estimate of these costs per hundredweight of milk follows: 


Milk at $3.98___ a a $3. 98 
Receiving and processing into butter, powder, cheese, etc__ . 95 
Storage, packaging, and transportation to foreign market = . 00 
Administration, auditing, etc = J 15 


Total costs ; . 08 
Less foreign sales oh ss stinaap ec aati ‘ . 50 
Net cost per hundredweight milk to be price supported_______~_- 5. 58 


1 Includes cost of making giveaway sales to foreign countries and the cost of transporta- 
tion to such customers; also includes costs of buying nonfat dry milk not included in 
milk equivalents above. 


This net cost is likely to be slightly lower for small volumes because of the 
opportunity to recover more from sales in other countries. Large volumes of 
surplus milk can only be given away to other countries or destroyed. These 
estimates of cost per hundredweight of milk to purchase, process, store, package, 
transport, and administer the self-help program are in line with costs of the 
present program. 

In 1957, dairy farmers marketed 113 billion pounds of milk. The 1958 esti- 
mated marketing of milk is 114 billion pounds. 

A change in support prices from $3.06 to $3.98 or 92 cents on April 1, 1959, 
represents an increase in price of 30 percent for milk used in manufacturing and 
about 20 percent for milk used as fluid. Dairy farmers should expect the gross 
— for their milk to improve 20 to 30 percent before the milk tax is applied. 

Given time to happen and other relationships not changing, a 10 percent in- 
crease in the price for milk to dairy farmers results in a 4 percent increase in 
volume of marketings. Thus the proposed “self-help” program should result in 
an 8 to 12 percent increase in marketings unless the milk tax and marketing 
quotas are effective in controlling milk production. 

Disregarding the effect of the milk tax and marketing quota provisions for 
the moment, the milk supply response to price, other things being equal, would 
add aobut 11.5 billion pounds of milk to the surplus to be purchased and paid for 
by producers. This 11.5 billion pounds must be added to the 5.9 billion pounds 
surplus under present conditions and the 6.5 billion pound loss in commercial 
sales due to higher consumer prices, previously explained. Thus as much as 
23.9 billion pounds of surplus milk could build up for financing by means of the 
milk tax proposed to be collected on all producer milk. 

The estimated surplus of 23.9 billion pounds must be adjusted downward by 
the effect of the proposed milk tax and marketing quotas. For reasons given 
in the next section of this statement, I am assuming that marketing quotas as 
such for dairy farmers will not deter milk production to any great extent if 
at all. 

The major deterrent to milk production resulting from a 20 to 30 percent 
price improvement will be the milk tax.’ 

The surplus to be milk taxed and paid for by dairy farmers will range between 
12.4 and 23.9 billion pounds. At a net cost of $5.58 per hundredweight the 
amount of money to be collected from dairy farmers by means of the milk tax 
would vary from $691.9 million to $1,333.6 million. The $691.9 million cost would 
prevail if total marketings remained at 113 billion pounds and the Pot og gee was 
only 12.4 billion pounds. The cost would advance at the rate of $55.8 million 
for each additional billion pounds increase in marketings or surplus. 

The $691.9 cost of purchasing and disposing of 12.4 billion pounds of milk 
surplus is 61.23 cents per hundredweight on all milk marketed. If the surplus 
should be as great as 23.9 billion pounds and caused by increased marketings 
then the cost would be $1.07 per hundredweight on all milk marketed. 

Likewise marketings could remain at 113 billion pounds and the surplus could 
be greater than the minimum of 12.4 billion pounds previously computed. Table 
3 attached shows the estimated rate of the milk tax for various levels of surplus. 
Column 4 shows the tax rate when the cost is associated with increased 


1 Supreme Court decisions regarding certain processing taxes of the Agricultural Adjust- 
ment Act of the 1930’s era raise perplexing legal questions about the imposition of a tax 
as a produc tion deterrent device on all milk offered for processing. Also, does our Con- 
stitution give the Congress the right to delegate its taxing authority to a nongovernmental 


entity ? 
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marketings of milk. Column 5 shows the milk tax rate when marketings remain 
at 118 and when the surplus is associated with handlers and consumers substi- 
tuting other items for milk and milk products. 

A self-help surplus of 19 to 20 billion pounds or more at a cost of $5.58 per 
hundredweight would leave dairy farmers with less gross and net income from 
the sale of milk than a Government tax financed price-support program at the 
present $3.06 level. 

The above analysis uses the typical consumer and dairy farmer responses to 
major changes in price. It ignores what one very important group affected by 
H. R. 10043 and similar proposals might do. I refer to that segment of business 
firms that process and distribute dairy products along with such consumer food 
substitutes as margarine, filled cheese foods and mellorine (a frozen dessert 
that uses vegetable fats in place of butterfat). 

The 15 to 19 cents per pound increased cost to a processor for butterfat as 
ealled for in H. R. 10043 would provide sufficient margins and incentives for 
these processors and distributors to transfer their processing plant and distribu- 
tion resources to substitutes for such dairy products as butter, cheese, and ice 
cream. Substitutes for butterfat for use in processing similar foods can be 
purchased now for 12 to 20 cents per pound fat. This major change in cost 
relationships would finance a tremendous sales program for margarine, filled 
cheese foods and mellorine to replace butter, cheese, and ice cream in consumer 
diets. The broad authority given the Self-Help Board in H. R. 10043 and the 
assumption that these board members will also be members of dairy farmer 
cooperatives now in competition with proprietary business firms for milk sup- 
plies and sales will further strengthen the incentive for such proprietary 
business firms to process and market substitutes for butterfat in dairy foods. 
Such a move on the part of these marketers would further increase the surplus 
to be financed by the milk tax paid by dairy farmers. 

Dairy cooperatives would continue to receive milk from dairy farmers but 
processors and handlers would sell the consumers substitutes for dairy prod- 
ucts. The cooperatives would process and sell to themselves as dairy farmers. 

It is my estimate that 20 to 35 percent of the commercial butter market, 30 
to 40 percent of the cheese market and 30 to 50 percent of the ice-cream market 
would eventually be lost to the dairy industry and in a very short time by 
such a producer financed self-help program as proposed. This shift in cost, 
profit, and competitive relationships could easily add 15 billion pounds of milk 
to the previous totals to be supported by dairy producers from their own 
milk tax. Such a move likely would be of material aid and benefit to producers 
of vegetable fats but not to producers of butterfat. 

A very conservative approach is to add the above estimated 15 billion pounds 
of lost milk product sales to the present surplus of 5.9 billion pounds. This gives 
a total of 20.9 bilion pounds of milk to be financed by milk tax paid by dairy 
farmers. 

Therefore from the two methods of analysis explained here I conclude that 
something over 20 billion pounds of surplus milk must be financed by the milk 
tax. The cost per hundredweight of the milk tax on all milk marketed will 
exceed the 92-cent gain in the existing level of price supports. Under these 
conditions net incomes for dairy farmers will be lower under the proposed 
Self-help programs than with the present $3.06 Government financed price 
support program. 

The 25-cent milk tax cost to dairy farmers written into H. R. 10043 for the 
first year is woefully inadequate to finance the program even when the $350 
million CCC loan is considered as a gift. 

While we are discussing costs, let me point out another financing problem 
this Self-Help Board would have that would threaten them with bankruptcy 
the first 2 or 3 months of operation. Let us assume that this proposal soon 
becomes law and in September 1958 dairy farmers approve of the program. 
Then starting April 1, 1959, the newly appointed Self-Help Board takes over the 
program with the $350 million CCC loan as its only liquid assets and with 
the responsibility of purchasing surplus butter, cheese and nonfat solids during 
the flush production season to support milk prices at $3.98 plus handling costs. 
Its income is from the sale of products to buyers in other countries and from 
the 1959 milk tax which is limited to 25 cents per hundredweight. Sales income 
will be sparse and will take at least 2 months to get started and into the self- 
help treasury. 

Handlers don’t get around to paying many of their producers for April milk 
until about May 20. They probably won’t get around to paying the 25-cent milk 
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tax for April milk until June. The April 1959 milk tax would likely bring 
the Self-Help Board about $27,5000,000 some time in June. 

However, milk marketers starting in September 1958 will save every pound 
of butterfat and every pound of cheese and every pound of nonfat milk solids 
that won’t bring them the equivalent of $3.98 less handling and dump these 
milk products on the Self-Help Board April 1, 1959. These marketers can 
also use their stored products in their own business and let the Self-Help Board 
pick up about all the milk not used as fluid milk in April and May 1959. 

By the above process, milk marketers can dump on the Self-Help Board con- 
siderably more than the 6 or 7 billion pounds of milk needed to absorb 
the $350 million loan. This would happen in April and May 1959 before 
any milk tax money or other income became available. If it worked out this 
way the Self-Help Board would be bankrupt by the end of May or June 1959. 
The increase in support levels from $3.06 to $3.98 per hundredweight provides 
this incentive to the marketer. 


Ill, THE MARKETING QUOTA ISSUI 


H. R. 10043 and similar bills provide for marketing quotas on dairy farms 
when the milk tax exceeds 25 cents per hundredweight. The Self-Help Board 
also has the authority to and presumably would impose a higher milk tax rate on 
milk sales in excess of the quota On each dairy farm. Thus, the use of a market- 
ing quota and milk-tax system provides a 2-price system for a dairy farmer's 
milk. 

The economic theory on which this system appears to be based is that the 
system changes the total revenue curve of a given dairy farm business and thus 
deters production. The total revenue for a given volume of sales, some of 
which is excess or lower priced, may be either lowered or raised by a 2-price 
system. However, it does not necessarily follow that volume of sales will also 
drop unless total revenue drops for a given volume of sales. The objective of 
self-help is to give a dairy farmer more total revenue from less volume of milk 
than he now sells. If we assume that fixed costs for the present yolume of milk 
sales and variable costs for the marketing quota milk has been covered by the 
total revenue from the higher priced volume of sales within a marketing quota, 
then milk produced in excess of the marketing quota must meet only the cash 
variable costs of the excess production. This is the situation on most of the 
commercial dairy farms. On most dairy farms, with fixed costs already met 
for wide ranges of volume, these cash variable costs on production in excess of 
the marketing quota are considerably less than half the total cost of produe 
tion per unit. 

On such dairy farms as described above, the proposed marketing quota and 
milk-tax system will not deter total volume of milk production unless the milk 
tax On such excess milk is set high enough to tax it out of production. A milk- 
tax rate ranging from $3.50 to $3.98 for excess milk supported at $23.98 should 
be envisioned. Unless production is taxed out of existence by this technique on 
excess production, then the tax rate on the marketing quota milk for each farm 
would range from 60 to 80 cents per hundredweight. Otherwise the Self-Help 
Board does not have enough money to operate. 

The economic incentive for a given producer would be to produce the same 
or more milk under self-help with a $3.98 support level than under the present 
$3.06 support level. 

It is not possible to administer a marketing quota program in this type of 
self-help program effectively without auditing the records of every buyer of milk 
in the United States. Complete, thorough, and accurate audits of all records of 
all milk buyers are necessary to enforce the collection of the self-help milk tax 
from dairy farmers, determine sales for purposes of establishing marketing 
quotas and to determine sales for each dairy farmer when marketing quotas are 
effective. This is costly, expensive and difficult administration when compared 
with the present system. 

More than two-thirds of the dairy farmers of the United States have less 
than 15 cows and market less than 200 pounds of milk per day. With the milk- 
tax cost exceeding 25 cents per hundredweight under this proposal in 1959, 
marketing quotas of 80 to 85 percent of the historical production are predicted 
after the first year. A drop of 15 to 20 percent in volume of sales at full market 
price on these small dairy farms, plus a heavy self-help milk tax, leaves many 
of these farmers with insufficient income to remain in the dairy business. 


Will the Self-Help Board use their authority and impose marketing quotas on 
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these small farms or will such farmers be exempt from marketing quotas and 
the self-help milk tax? If small dairy farmers are not exempt they will soon be 
out of the dairy business. 

Some fluid milk markets, including both Federal and State markets regulated 
by milk orders, have more than 70 to 8O percent class I utilization during certain 
months each year and in many cases for the entire year. Under such conditions 
consumers use all the milk available on certain days. Marketing quotas designed 
to deter or reduce production in such a market would leave consumers without 
an adequate supply of pure and wholesome milk or make it necessary to bring 
milk in from far away places at a higher cost. Will the Self-Help Board use 
their authority to exempt such producers and markets from marketing quotas 
and the self-help milk tax so that consumers would have an adequate supply of 
milk at more reasonable prices from nearby producers? 

If small dairy farmers and dairy farmers supplying fluid markets in short 
supply are to be exempt from marketing quotas and the self-help milk tax, then 
the larger dairy farmers will have marketing quotas considerably less than their 
80 to 85 percent historical production. Also they will pay a higher share of the 
self-help milk tax. ‘This, in turn, reduces both gross and net income on the larger 
farms not supplying fluid markets. Any other method leaves some consumers 
without an adequate supply of fluid milk and materially increases administrative 
expense, 

If your committee and the Congress seriously consider passing this proposal, 
then it appears desirable for H. R. 10043 to be amended so that all dairy farmers 
with 15 cows or less and all dairy farmers selling milk under either Federal 
or State milk marketing orders be exempt from both the milk tax and the market- 
ing quota authority of the Self-Help Board. Failure to include such an amend- 
nent would bring about serious shortages of milk and instability in many markets 
and create inefficiencies in marketing of milk. 

Also in a market with a perishable commodity and with many buyers and 
many sellers it would appear extremely difficult, if not impossible, to administer 
a marketing quota system on milk in such a way that production was controlled. 
This system, in slightly different form, has failed to control production and has 
had major difficulties in holding markets with hogs, corn, wheat, cotton, peanuts, 
and tobacco. Seasonality of milk production, perishability of milk, availability 
of substitutes and the way the industry is organized make milk marketing quotas 
in this proposal extremely doubtful in value and difficult to administer. 


IV. RELATIONSHIPS WITH FEDERAL AND STATE REGULATED MARKETS, LOCAL LICENSES, 
HEALTH PERMITS, ETC. 


The Self-Help Board has unlimited authority to set the minimum price for 
milk and to own and operate or to hire operated local receiving, processing, and 
distributing plants. Also State and local licensing and health regulations can 
be ignored. ‘This authority appears to be above that of the Secretary of Agri- 
culture and of State and local authorities on all matters concerning the pricing 
and marketing of milk and milk products. 

There is a particularly serious conflict in pricing standards and certain 
provisions as proposed in H. R. 10043 and those existing in the Agricultural 
Marketing Agreement Act of 1957. Under the Marketing Act the Secretary of 
Agriculture, after following certain procedures of promulgation, public hearing 
and referendum may establish Federal milk marketing orders containing cer- 
tain provisions. The Secretary's pricing standard is that minimum class use 
prices must assure consumers of an adequate supply of pure and wholesome 
milk. The Secretary is denied the authority to use marketing quotas with 
dairy farmers in Federal orders for any reason other than to achieve a more 
desirable seasonal pattern of production, The Secretary is denied the authority 
to regulate milk advertising and promotion in a Federal order. The Secretary 
is denied the authority to purchase milk directly from producers and to own, 
operate, and control facilities used in the marketing of milk under a Federal 
order, Every producer and every handler, otherwise qualified must be given 
the opportunity to participate in a Federal order milk market. 

However, the Self-Help Board has a different minimum pricing standard, one 
that conflicts in giving assurance to consumers of an adequate supply of pure 
and wholesome milk. 

The Self-Help Board has authority to use marketing quotas and the milk tax 
to deter production with the same dairy farmers that are under a Federal order 
milk market that needs the milk and where class pricing is used to bring in 
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needed production. Likewise the support level price set by the Self-Help Board 
could be higher than needed by the Secretary to assure consumers of an adequate 
supply. The Self-Help Board may advertise and promote milk sales and charge 
dairy farmers for the cost. They may own and operate directly or by lease, milk 
plants of all kinds and descriptions. The Self-Help Board could make it ex- 
tremely difficult for a new producer or handler to get started in any Federal 
order market. 

A similar question of conflict of authority, purpose and method exists with 
each State milk marketing law. 

Mr. Brown. My name is Dorris D. Brown. My qualifications and 
training have been filed with the committee. 

The organization I represent is a federation of 50 milk-marketing 
cooperatives, about 8,000 dairy farmer members, in the States of 
Pennsylvania and New York. We are a member of the National Milk 
Producers Federation and we, along with many other members of that 
group, oppose this so-called self-help program. We have opposed it 
for some time. 

We oppose this program because our analysis indicates that it will 
materially increase retail prices of the milk and milk products and 
materially reduce the volume of milk and milk products purchased 
by consumers. 

Mr. Qute. Mr. Chairman, may I ask a question ? 

Mr. Anerneriy. Congressman Quie. 

Mr. Quire. Have you ever made a study of whether the price of 
fluid milk increases or decreases the consumption / ¢ 

Mr. Brown. Yes, sir. And it is reported in this statement. 

Mr. Quip. You did : good survey on that ? 

Mr. Brown. Well, I am reporting all of the research that I know 
about anyw here in a country. 

Mr. Quie. In Minneapolis we had a price war where the price of 
milk went to as low as 10 cents for a half gallon of milk, and there 
was no appreciable difference; you could not tell any difference in the 
consumption of milk under a situation like that. 

Mr. Brown. I appreciate that, and that same type of thing, I am 
sure, would happen in other parts of the country. 

A little later here I point out that the consumer response to price 
in fluid milk varies from zero to 0.5, meaning that for each 10 percent 
change in consumer price there are times when you would not get 
any change in volume, other times you might get as much as a 5- 
percent change in volume, averaging about 3 percent. And that is 
the history of all of the research I know of anywhere in the country 
on it. 

Mr. Quiz. What is the difference between the price for your grade 
A fluid milk a farmer receives in New York as compared to manu- 
factured milk? 

Mr. Brown. What particular month do you want, sir? 

Mr. Quire. Well, you could use last month, or give us the average 
for last year. 

Mr. brown. Last month—I have the March data; the April data 
was announced yesterday, but I have not gotten it yet. I do have 
April. Last April our class I price at the 200-mile zone for fluid 
milk was $5.26, 3.5 basis; manufacturing milk, $2.88. 

Mr. Quire. And the reason why there is such a spread in their milk 
is because of a Federal milk marketing order; is it not? 


Mr. Brown. No. 
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Mr. Quiz. That holds the price up there? 

Mr. Brown. No. The Federal milk marketing order that we have 
is just like the order you have in Minneapolis-St. Paul. It sets the 
minimum class prices that handlers are paid. Now, the price of 
milk in our market is just like it is in St. Paul, and that is what 
producers can get for it. 

Mr. Quire. But in 

Mr. Brown. In the market place. 

Mr. Quire. In Minneapolis-St. Paul the administrator sets the price 
of class I milk in order to take into consideration the added cost of 
production of grade A milk over manufactured milk. Now, it surely 
cannot cost that much more to produce g grade A milk in New York. 

You see, there we get about $3.43 a hundred for class I milk and 
the condensery man gets a little over $3 a hundred. There is not 
such a difference between manufactured milk and class I milk in 
Minnesota as you have in New York. 

Mr. Brown. Well, I do not suppose there is that much difference 
in the cost of producing class I milk at the farm level. But rest 
assured that your producers and your cooperatives cannot take their 
milk and put it in a tank truck and lay it down in New York City 
for less than our class price. 

Mr. Quiz. No; I am not talking about 

Mr. Brown. And if they could, they would be doing it. 

Mr. Qum. I know they would be if they could. There are some 
other reasons there. 

What I am talking about, you mentioned higher retail prices as 
cutting down the consumption of milk and milk products. Now, if 
you got that big a difference between your manufactured and class I 
milk, why do you not take a cut in your class I price so th: at there will 
be an increase in your consum ption ¢ I have seen articles written 
where the increase in consumption was stated to be a result of a reduc- 
tion in price. 

Mr. Brown. Yes, sir; 1 have seen those articles, too. 

Mr. Anernetuy. I hesitate to interrupt. I wonder if we can get on 
with his statement on the bill, if you do not mind. 

Mr. Brown. Mr. Chairman, | do believe a good many of these ques- 
tions would be answered if I would present the statement. 

Mr. Anernetity. Will you speak a little faster ? 

Mr. Brown. Yes, sir. 

Now, pointing out that we oppose this bill is item No. 1, which I 
have already read. 

No. 2, we think this bill will cause net incomes for dairy farmers to 
be lower than with Government price supports of $3.06 when costs are 
fully recovered by the producer-paid milk tax. We think this bill 
discriminates against some producers and some consumers on market- 
ing quotas and the milk tax in use on all milk produced. We think 
that this bill gives the Self-Help Board undesirable monopolistic au- 
thority to eliminate the effectiveness of all Federal and State milk 
marketing orders and take over and operate all milk plants im the 
programs of the ADA and the Dairy Council, to the disadvantage of 
the local producers, their cooperatives, and consumers. 

We think this bill endangers good international relationships. 
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_ Over on page 5, item 1, what I have done here, gentlemen, is to take 

ie difference in cost to the handler bet ween $3.06, our present support 
amt and the $3.98, the proposed support level. That 92 cents will 
figure out an increase by itself in consumer prices of 13 to 16 cents a 
pound on butter, 2 to 4 cents per pound on powder, and you can bal- 
ance those two between how you allocate between the butter and non- 
fat solids; 10 to 11 cents a pound on cheese, 14 cents per gallon on ice 
cream, and 2 cents per quart on fluid milk. 

In 1957, consumers purchased 107 billion pounds of milk and milk 
products from handlers and dairy farmers. Thus the so-called self- 
help program would add over $1 billion to the cost of milk and milk 
products purchased by consumers. Consumers would either pay this 
added cost or consume less milk and dairy products. Consumers 
would not save any Federal tax because of this program. 

Consumers always have and presumably will continue to respond to 
changes in milk and butter prices. The degree of consumer response 
varies with the change in price, consumer incomes, and the price of 
and availability of substitutes. A 10 percent increase in the consumer 
price 0 = butter and cheese usually brings about a 7 percent drop, but 
ranging from 5 to 16 percent, in the volume of butter and cheese con- 

umers ‘buy. A 10 percent increase in the consumer price of fluid milk 
usually brings about a 3 percent drop, but ranging from 0 to 5 percent, 
in the volume of bottle milk consumers buy in this form. 

Now, if you will apply those particular items, which I have done, | 
end up with 7.9 billion pounds. 

Mr. anne. What page is that on? 

Mr. Brown. I am reading at the bottom of page 4. 

Mr. Jotmson. Yes; I followed that. You say that ends up, and 
[ just wondered where you meant you ended up. Is that over on 
page 6! 

Mr. Brown. On page 5, I show, on the basis of the above calen- 
lations—— 

Mr. Jounson. Oh, yes. 

Mr. Brown. A 93-cent higher price-support level would be ex- 
pected to cause a 7.9-billion-pound loss in milk and milk-product 
sales. However, an allowance should be made for requirements of our 
increasing population. In recent years, commercial sales have in- 
creased at the average rate of 1.4 billion pounds per year. This 
amount, subtracted from the 7.9 billion pounds, would leave a net sales 
loss of 6.5 billion pounds of milk. And that is the basis of our con- 
clusion that this particular proposal would materially reduce con- 
sumer purchases. 

Mr. Apernetuy. Go ahead. 

Mr. Brown. Our second point, that this would reduce, rather than 
increase, net income on most dairy farms, is a cost analysis and the 
application of this cost via the milk tax to dairy farms. And the 
cost data we are using is shown on page 6. Milk at $3.98; receiving 
and processing into butter, powder, cheese, at 95 cents; storage, pack- 
aging, and transportation to foreign market, and the nonfat dry milk 
that is not included in milk equivalents, of $1; administration and 
auditing of 15 cents. The total cost is $6.08 per hundredweight. Re- 
covery of an estimated 50 cents on foreign sales would yield a net cost 
of $5.58 per pound weight. Now, in 1957, dairy farmers marketed 
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113 billion pounds of milk. In 1958, the estimate is 114 billion 
pounds. 

The change in support prices from $3.06 to $3.98, or 92 cents, on 
April 1, 1959, represents an increase in price of 30 percent for milk 
used in manufacturing and about 20 percent for milk used as fluid. 
Dairy farmers should expect the gross price for their milk to im- 
prove 20 to 30 percent before the milk tax is applied. 

Given time to happen and other relationships not changing, a 10- 
percent increase in the price for milk to dairy farmers results in a 
4-percent increase in volume of marketings. Thus the proposed self- 
help program should result in an 8- to ‘12- percent increase in mar- 
ketings unless the milk tax and marketing quotas are effective in 
controlling milk production. 

Disregarding the effect of the milk-tax and marketing-quota pro- 
visions for the moment, the milk-supply response to price, other things 
being equal, would add about 11.5 billion pounds of milk to the sur- 
plus to be purchased and paid for by producers. And that 11.5 
billion must be added to the 5.9 billion pounds surplus which we now 
have and the loss of consumer sales of 6.5 billion. We come out with 
a possible 23.9-billion-pound surplus to be financed by means of this 
milk tax. 

Now, that 28.9-billion-pound surplus must be adjusted downward 
for the effect of the milk tax and marketing quotas. 

Now, for the moment, I am assuming that marketing quotas will not 
deter milk production. I will go into that in a little more detail later 
on. So that the effect, if any, will be tied up with the milk tax. 

Now, the surplus that we have developed would range from 12.4 
billion to 23.9 billion pounds. At a net cost of $5.58 per hundred- 
weight, that gives the Self-Help Board the problem of supplying 4691 
million to $1,333.6 million from the milk tax on producers. 

Now, this cost would advance at the rate of $55.8 million for each 
billion pounds of surplus in addition to the 12.4. On the basis of 
12.4 billion pounds surplus, this figures out a tax rate of 61.25 cents 
for each hundredweight of milk marketed in this country; and if the 
surplus should be as great as 23.9 billion pounds, the tax rate would 
be $1.07. 

We have tables attached which show the tax rate for each billion 
pounds of surplus associated either with the 113 billion pounds of pro- 
duction or the added production that we think could come from this 
program. 

Now, we balance this off, and estimate that this program would have 
the job of handling between 19 billion and 20 billion pounds of sur- 
— at a tax rate greater than the 92-cent increase in price between 
$3.06 and $3.98. 

Now, that is on the basis of a puve economic analysis. And I would 
like to take a second approach to this problem, which I have done here. 
It is something that I think would happen in the practical business 
operation of this thing out in the country. 

This bill would bring about a 15- to 19-cent-per-pound increase in 
the cost of butterfat to processors. Now, that must be considered in 
view of the fact that the cost of fat to substitute for butterfat ranges 
now somewhere between 12 to 20 cents per pound for such things as 
soybean oil, cottonseed oil, and so forth. 
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Now, this major change in cost relationships, from the viewpoint of 
the handler and processor and distributor, would finance a tremendous 
sales program for margarine, filled cheese foods and mellorine to re- 
place butter, cheese, and ice cream in consumer diets. I have gone 
through that type of thing in an attempt to estimate the effect of this 
relationship and competition to people who process and distribute 
dairy products and their substitutes, and I come up on the next page 
that somewhere between 20 to 35 percent of the commercial butter 
market, 30 to 40 percent of our commercial market for cheese, and 30 
to 50 percent of our market for ice cream would be transferred to 
these substitutes, and that would be lost to the dairy industry more or 
less permanently. And that gives me 15 billion pounds. And I think 
that is conservative. 

That, added to the 5.9 billion which we now have, again, by this 
method of analysis, we come up with 20.9 billion pounds of milk to be 
financed by this program, and that would assume no change in the 
total volume of milk being produced by producers. 

Again, the cost of financing a 20-billion-pound surplus is in excess 
of the 92-cent raise in support levels; dairy farmers would end up 
with a lower net income under this program than they would have 
under the present program. 

On page 11, I point out a very important item to the Board. Should 
the Congress decide to pass this thing and producers vote it in, a 25- 
cent milk tax cost to dairy farmers, plus the $350 million CCC loan 
when considered as a gift, even with that kind of financing, I conclude 
that the Board would go broke the first 2 or 3 months because handlers, 
knowing the 8th of September that this was coming on April 1, 
1959, would save ev ery pound of fat, butter, cheese, nonfat solids to 
dump onto this Board April 1, 1959, and get the gain in price which 
would come from that type of thing. 

There is nothing in the act, proposed act, to prevent that. I do 
not see how you can write anything in the act to prevent it. They 

can save the stuff and use it, and let the Board pick up the current 
production. 

Now, the milk tax for milk marketed in April 1959 would not come 
into the hands of the Board before June, and the milk tax on the April 
production would only be about $27.5 million. The May milk tax 
would not get in before July, and by that time something over 6 billion 
or 7 billion pounds of milk could be dumped on the Board. They 
would have used up all of the CCC loan and all of their income and 
not be able to pay their bills. 

Now, the marketing-quota issue. 

The economic theory on which this system appears to be based is 
that the system changes the total revenue curve of a given dairy-farm 
business and, thus, deters s production. The total revenue for a given 
volume of sales, some of which is excess or lower priced, may be either 
lowered or raised by a two-price system. However, it does not neces- 
sarily follow that volume of sales will also drop unless total revenue 
drops for a given volume of sales. The objective of self-help is to 
give a dairy farmer more total revenue from less volume of milk than 
he now sells. If we assume that fixed costs for the present volume of 
milk sales and variable costs for the marketing-quota milk has been 
covered by the total revenue from the higher priced volume of sales 
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within a marketing quota, then milk produced in excess of the market- 
ing quota must meet only the cash variable costs of the excess produc- 
tion. This is the situation on most of the commercial dairy farms. 
On most dairy farms, with fixed costs already met for wide ranges of 
volume, these cash variable costs on production in excess of the mar- 
keting quota are considerably less than half the total cost of produc- 
tion per unit. 

On the kind of dairy farms I have described above, the proposed 
marketing quota and milk tax system will not deter total volume of 
milk production unless the milk tax on such excess milk is set high 
enough to tax it out of production. A milk tax rate ranging from 
$3.50 to $3.98 for excess milk supported at $3.98 should be envisioned. 
Unless production is taxed out of existence by this technique on excess 

roduction, then the tax rate on the marketing quota milk for each 
farm would range from 60 to 80 cents per hundredweight. Other- 
wise the Self- Help Board does not have enough money to operate. 

The economic incentive for a given producer would be to produce 
the same level of milk that would occur with or without m: irketing 
quotas. We have a two-price system in most of our markets now. 

It is not possible to administer 

Mr. Jonnson. That is just in the fluid milk market you have the 
two-price system ? 

Mr. Brown. No, you have it in manufacturing milk markets too, 
whether they are or are not under Federal orders. The price paid 
producers, by and large, is based on the use made of the milk by the 
handlers, whether it is in butter, cheese, ice cream mix, cottage cheese, 
or what have you. 

Mr. Jounson. I do not agree with that, but we will just skip it. 

Mr. Brown. Thank you, sir. 

Mr. ABE RNETHY. You are doing all right. Let us move. 

Mr. Brown. It is not possible to administer a marketing quota sys- 
tem in this type of self-help program effectively without auditing the 
records of every buyer of milk in the United States. Complete, 
thorough and accurate audits of all records of all milk buyers are nec- 
essary to enforce the collection of the self-help milk tax from dairy 
farmers, determine sales for purposes of establishing marketing 
quotas and to determine sales for each dairy farmer when marketing 
quotas are effective. This is costly, expensive and difficult administra- 
tion when compared with the present system. 

More than two-thirds of the dairy farmers of the United States 
have less than 15 cows and market less than 200 pounds of milk per 
day. With the milk tax cost exceeding 25 cents per hundredweight 
under this proposal in 1959, marketing quotas of 80 to 85 percent of 
the historical production are predicted after the first year. A drop of 
15 to 20 percent in volume of sales at full market price on these sinall 
dairy farms, plus a heavy self-help milk tax, leaves many of these 
farmers with insufficient income to remain in the dairy business. W ill 
the Self-Help Board use their authority and impose marketing quotas 
on these small farms or will such farmers be exempt from m: urketing 
quotas and the self-help milk tax? If small dairy farmers are not ex- 
empt they will soon be out of the dairy business. 

Some fluid milk markets, including both Federal and State markets 
regulated by milk orders, have more than 70 to 80 percent class I 
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utilization duri ing certain months each year and in many cases for the 
entire year. U nder such conditions consumers use all the milk avail- 
able on certain days. Marketing quotas designed to deter or reduce 
production in such a market would leave consumers without an ade- 
quate supply of pure and wholesome milk or make it necessary to 
bring milk in from far away places at a higher cost. Will the Self- 
Help Board use their authority to exempt such producers and markets 
from marketing quotas and the self-help milk tax so that consumers 
would have an adequate supply of milk at more reasonable prices 
from nearby producers 

If small dairy farmers and dairy farmers supplying fluid markets 
in short supply are to be exempt from marketing quotas and the self- 
help milk tax, then the larger dairy farmers ‘will have marketing 
quotas consider: ably less than their 80 to 85 percent historical produe- 
tion. Also they will pay a higher share of the self-help milk tax. 
This, in turn, reduces both gross and net income on the larger farms 
not supplying fluid markets. Any other method leaves some consum- 
ers without an adequate supply of fluid milk and materially increases 
administrative expense. 

If your committee and the Congress seriously consider passing this 
proposal, then it appears desirable for H. R. 10043 to be amended so 
that all dairy farmers with 15 cows or less and all dairy farmers sell- 
ing milk under either Federal or State milk marketing orders be ex- 
empt from both the self-help tax and marketing quotas system. 

Seasonality of milk production, perishability of milk, availability of 
substitutes and the way the industry is organized, make milk market- 
ing quotas in this proposal extremely doubtful in value and difficult 
to administer. 

This proposal has some very serious difficulties with reference to 
the existing Federal- and State-regulated markets, local licensing, 
health permits, and so forth. The Self-Help Board has unlimited 
authority in these areas. Also, State and local licensing and health 
regulations can be ignored. This authority appears to be above that 
of the Secretary of Agriculture and of State and local authorities 
on all matters concerning the pricing and marketing of milk and milk 
products. 

There is a particularly serious conflict in pricing standards and 
certain provisions as proposed in H. R. 10043 and those exis sting 
in the Agricultural Marketing Agreement Act of 1937. Under the 
Marketing Act the Secretary of Agriculture, after following certain 
procedures of promulgation, public hearing and referendum may 
establish Federal milk marketing orders containing certain provi- 
sions. The Secretary’s pricing standard is that minimum class 
use prices must assure consumers of an adequate supply of pure and 
wholesome milk. The Secretary is denied the authority to use market- 
ing quotas with dairy farmers in Federal orders for any reason 
other than to achieve a more desirable seasonal pattern of production. 
The Secretary is denied the authority to regulate milk advertising and 
promotion in a Federal order. The Secretary is denied the authority 
to purchase milk directly from producers and to own, operate, and 
control facilities used in the marketing of milk under a Federal order. 
Every producer and every handler, otherwise qualified must be given 
the opportunity to participate in a Federal order milk market. 
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However, the Self-Help Board has a different minimum pricing 
standard, one that conflicts in giving assurance to consumers of an 
adequate supply of pure and wholesome milk. 

The Self-Help Board has authority to use marketing quotas and 
the milk tax to deter production with the same dairy farmers that 
are under a Federal order milk market that needs the milk and where 
class pricing is used to bring in needed production. Likewise the 
support level price set up by the Self-Help Board could be higher than 
needed by the Secretary to assure consumers of an adequate supply. 
The Self- Help Board may advertise and promote milk sales and 
charge dairy farmers for the cost. They may own and operate di- 
rectly or by lease, milk plants of all kinds and descriptions. The 
Self-Help Board could make it extremely difficult for a new producer 
or handler to get started in any Federal order market. 

A similar question of conflict of authority, purpose and method 
exists with each State milk marketing law. 

Thus all State and Federal milk marketing orders can be destroyed, 
dissolved, realined or handled in any manner determined by the Self. 
Help Board with little regard for the Secretary of Agriculture and 
State authorities and local market conditions; and with consumers 
and the self-help tax of dairy farmers paying the cost. 

Such unlimited power and authority destroys rather than builds 
on the excellent progress made to date by dairy farmers through their 
own local cooperatives in their local milk markets. Authority is 
transferred to a national Self-Help Milk Board that is exempt from 
all State and local and many Federal laws of contract and criminal 
code. This is monopoly power to 15 dairy farmers of an industry, 
not even subject to ready recall by their electors. Dairy farmer Self- 
Help Board members will be accused of usurping this power for their 
own interest or to the interest of their own cooperative to the detri- 
ment. of all dairy farmers, the dairy industry and consumers. 

Mr. Chairman, I also point out the danger this bill has to our 
international relationship, and the conclusion that in the long run 
dairy farmers will lose. 

On page 19 I point out that there is a better way of solving this 
problem than this self-help proposal. 

Mr. Jounson. I would like to go into what he suggests the com- 
mittee do, if we have time. 

Have you any suggestions? 

Mr. Brown. Well so far as this particular proposal is concerned, 
I cannot see how it can be effectively amended. We would need to 
rewrite a program, 

Now I say that because starting out with an elected board of 15 
members—— , 

Mr. Jounson. Well, then, according to your testimony you do not 
think this legislation can be remedied so it would be agreeable to your 
group, the people you represent ? 

Mr. Brown. No, sir. 

Mr. Jonnson. Would you be in favor of a production payment 
made to producers for the manufactured part of the milk they produce 
as a program for dairy farmers? 

Mr. Brown. Mr. Johnson, I think we need to be sure of our ob- 
jectives in answering that question. If our objective is to balance 
supply and demand——— 
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Mr. Jounson. I mean, there would be quotas with a production 
payment 

Mr. Brown. I know what you are driving at, and let me answer 
it this way. I think we have to be sure of our objective. If our ob- 
jective is to balance supply and demand, the only thing that I could 
see that would be effective is the market price. If our objective is to 
transfer income to dairy farmers, and these folks need it, then the 
use of a marketing quota for the purpose of determining how much 
payment should go to a certain individual, in direct payments or 
some other method of paying him, I think it is perfectly satisfactory. 

Mr. Jounson. You think it would be cheaper than this method?” 

Mr. Brown. Yes, if the income is transferred from the Public 
Treasury. Now if it is transferred from other producers, no one 
gains. 

Mr. Jounson. Under a production payment plan, your farmers in 
the Syracuse area would benefit—maybe not as largely as farmers in 
Wisconsin and Minnesota. But a lot of your milk is going into manu- 
factured milk, is it not? 

Mr. Brown. Roughly half of it. Not quite half of it. 

Mr. Jounson. There is one thing I notice in your statement. You 
said the Federal orders are to create an adequate supply, and yet in 
the milkshed areas you have a 50 percent surplus. So under the Fed- 

eral orders there must be a too high price ? 

Mr. Brown. That does not mean one of them is cause and the other 
one effect. 

Mr. Anernetuy. Are there any questions? 

Thank you very much. 

Mr. Brown. Thank you, sir. 

Mr. Aperneriy. Mr. Reed. 


STATEMENT OF OTIE M. REED, REPRESENTING NATIONAL 
CREAMERIES ASSOCIATION 


Mr. Rerep. Mr. Chairman and members of the committee, it is a 
pleasure to be with you this morning. 

My name is Otie M. Reed, and I ‘represent the National Creameries 
Association. The National Creameries Association is composed of 
several hundred dairy processing plants, almost all of which are 
locally owned and locally operated cooperative associations of dairy 
farmers. 

Mr. Anernetruy. Your statement will be included in full. 

Mr. Reep. I am sorry, I neglected to say I am going to skip 
through this statement. It is lengthy, and I shan’t re: ud it. 

(The statement referred to is as follows :) 


STATEMENT OF OTIE M. REED, WASHINGTON REPRESENTATIVE, NATIONAL 
CREAMERIES ASSOCIATION 


Mr. Chairman and gentlemen of the subcommittee, it is a privilege to appear 
before you today and discuss with you the dairy stabilization bills that are the 
subject of this hearing. 

I fully realize that these bills are commonly referred to as “self-help” bills, 
and the programs they would authorize as “self-help” programs. Inasmuch as 
my analysis of these bills and their economic effect show that they are “self- 
help” bills to a limited degree only, I shall no longer refer to them as “self-help” 
bills but as proposed dairy stabilization bills. 
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National Creameries Association is composed of several hundred dairy 
processing plants, almost all of which are locally owned and locally operated 
cooperative associations of dairy farmers. Our plants are very largely engaged 
in the manufacture of dairy products such as butter, cheese, nonfat dry milk, 
and the like. However, quite a significant number of our plants also ship grade 
A milk for distribution as fluid milk to city markets, and the number of these 
is growing Steadily. Our membership is located in Wisconsin, Minnesota, Lowa, 
Kansas, Nebraska, and North and South Dakota. 

In presenting this statement I shall deal first with the economic appraisal of 
the dairy stabilization bills which are the subject matter of this hearing. The 
later sections of this paper will be devoted to an analysis and appraisal of the 
bills from the point of view of their compatibility, or lack of compatibility, 
with what in our opinion constitute sound principles concerning the manner in 
which Government powers should be used. 


I. ECONOMIC APPRAISAL OF DAIRY STABILIZATION BILLS 


An economic analysis of these bills which are supposed to correct the de- 
pressed economic situation of dairy farmers can best be placed in its proper 
framework by a brief description of the magnitude of the problems facing us. 

1. Magnitude of the problem of dairy surpluses—The Federal Government 
has conducted a price-support program of some magnitude for a number of 
years. The program was started in 1933 and continued until wartime needs and 
demands caused its cessation at the end of 1941. The program was resumed 
in 1947 as a part of the efforts of the Government to cushion postwar adjust- 
ments pursuant to authority of the Steagall amendment to the Agricultural 
Adjustment Act, which provided for price supports for a 2-year period follow- 
ing the war, and has since been changed to permanent legislation and modified 
through the enactment of the Agricultural Act of 1949, as amended. 

Table 1 shows the production of butter, cheese, and nonfat dry milk from 
the period 1933-41 and 1947-57, together with the volumes of such commodities 
purchased under surplus removal and price-support programs, and percentages 
such purchases bear to the production of the respective commodities. 

During the earlier period, 1933-41, purchases exceeded 1 percent of the pro- 
duction of creamery butter in only 4 years, reaching a high of 7.9 percent in 
1938. Cheese was not purchased every year and ranged from very small vol- 
umes up to 3 percent of production. Nonfat dry milk purchases ranged from 
1.9 percent of production to 10.8 percent of production during this period. 

Starting in 1949, purchases under the various price-support laws have ranged 
much higher on the whole than prewar. With the exception of 1951 and 1952 
purchases of butter have ranged from a low of about 8 percent to a high of 
a little over 25 percent of total creamery butter production. Cheese purchases 
have ranged from a low of 0.7 percent to a high of about 22 percent. Nonfat 
dry milk purchases have ranged from a low of 6 percent to a high of about 
49 percent. Percentages of total production represented by purchases under 
price support in 1957, were: butter, 12.2 percent; cheese, 17.2 percent; and 
nonfat dry milk, 48.2 percent. 

It is to be noted that the production of cheese and nonfat dry milk was heav- 
ily increased during the war period as a part of the war program. 

2. Recapitulation of volumes purchased under price support, 1957.—Table 2 
shows the purchases of dairy products under the price-support program for the 
ealendar year ending December 31, 1957. On a milk-equivalent basis, and in- 
cluding 601 million pounds of fluid milk consumption by the military subsidized 
by the Commodity Credit Corporation, 6,486 million pounds of milk were re- 
moved from commercial channels. In addition, under the special school milk 
program whereby the consumption of milk is subsidized in schools, 975 million 
pounds were distributed. Accordingly, all Government operations in 1957 ac- 
counted for the removal from the market and the subsidization of the consump- 
tion of fluid milk in a total amount of 7,460 million pounds. This is equivalent 
to 6.6 percent of total marketings of milk from farms in 1957. 

3. Price levels required during the first year of operation under the dairy 
stabilization bills—These bills provide that during the first year of operation, 
Starting April 1, 1959, prices to producers shall be supported at 90 percent of 
parity calculated on the basis of the original method of determining the parity 
equivalent price for manufacturing milk. On the basis of March 15 parity fig- 
ures, the support level would be $3.98 per hundredweight of milk. 
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Calculating the figures on the basis of increase price-support level, retail 
prices of fluid milk and dairy products would increase the following percentages 
from 1957 average retail prices: (a) Fluid milk and cream, about 8.3 percent: 
(b) manufactured dairy products, about 10-12 percent. For example, butter 
prices at retail would increase from 9 to 10 cents per pound. 

4. Magnitude of purchases the first year of operation under the dairy stabili- 
zation bills —Increases in prices to consumers of the magnitude involved by 
supporting prices to producers at 90 percent of parity as calculated would cause 
some considerable reduction in consumption. We estimate that fluid milk con- 
sumption would be decreased slightly over 3 percent and the consumption of 
manufactured dairy products would be decreased by 7 percent. 

Table 3 shows the estimates we have made as to the additional purchases of 
dairy products that would be necessary under the price structures that would 
prevail the first year of operation of the dairy stabilization bills. These esti- 
mates are made at three levels as follows: 

(a) The minimum estimate assumes milk production would be at the same 
rate as in 1957. namely, 126.4 billion pounds. The additional purchases that 
would be involved would amount to 5,865 million pounds milk equivalent. 

(b) The medium estimate assumes a minor increase in marketings of 2.5 
billion pounds over the 1957 rate, which would increase the price-support pur- 
chases by &,365 million pounds milk equivalent. 

(c) The very sharp increase in butter and manufactured dairy products 
retail prices visualized in this program would undoubtedly cause greater de- 
creases in consumption than we have indicated heretofore, namely, 7 percent, 
inasmuch as oleo consumption and the use of vegetable oil in making frozen 
desserts would undoubtedly increase materially.. Therefore we have included a 
maximum estimate based on the loss of an additional 1 pound of butterfat per 
capita per year of our market to oleo and vegetable oil frozen desserts. This 
would increase additional surplus purchases to 11,785 million pounds milk 
equivalent. 

Adding in the volume of special school milk at the same rate as the 1957 
consumption, the minimum total purchases involved would be 13,325 million 
pounds; at the medium rate 15,825 million pounds; and at the maximum rate 
of purchase we have estimated, 19,245 million pounds. 

If, from these totals, we deduct military fluid milk and special school milk 
volumes, we arrive at a minimum estimate of 11,750 million pounds; a medium 
estimate of 14,251 million pounds; and a maximum estimate of 17,671 million 
pounds. 

5. Estimated costs per hundredweight of milk equivalent of price-support 
program under first year of operation of the dairy stabilization bills.—The 
price-support level specified for the first year of operation, on the basis of 
parity prices for March 15, 1958, would be $3.98 per hundredweight. I suspect 
that many people are under the impression that this represents the total cost 
per hundredweight for the price-support program. However, this is not at all 
true. 

Prices are supported through the purchase of the finished commodity—butter, 
cheese, and nonfat dry milk, which are purchased largely in bulk packages. In 
addition to these costs which obviously include the cost of manufacturing the 
commodities, there are freight costs, storage costs, some ocean freight costs, 
repackaging costs for distribution, and the like. All of these must be included 
to arrive at the total cost per hundredweight of milk involved in the price- 
support program. 

Estimating this total cost we derive the figure applicable to our minimum 
estimate of surplus purchases as follows: 

(a) Producer-support price, $3.98 per hundredweight. 

(b) Manufacturing margin, calculated in the same manner as is currently 
calculated by the Commodity Credit Corporation, 84 cents per hundredweight. 

(c) Carrying costs, i. e., freight, ocean freight, storage, repackaging, and other 
handling, based on the experience of the Commodity Credit Corporation during 
the fiscal year ending June 30, 1957, 42 cents per hundredweight. 

This total of $5.24 per hundredweight does not tell all the story. In table 1 
it was shown that much larger volumes of nonfat dry milk are purchased rela- 
tive to production than butter or cheese. This means that in addition to the 
nonfat dry milk that can assume to have been made from the milk equivalent 
of the butter purchased, additional large volumes must be purchased because 
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il of the relatively heavier supplies of nonfat dry milk relative to market demand 
BS for it than is the case with butter and cheese. 
t; (@) Adding in allowances for additional dry milk that must be purchased un- 
er der the price-support program, and distributing this additional cost over the 
milk equivalent purchased, we find that under our minimum estimated total 
li- costs per hundredweight of milk equivalent would be $6.08 per hundredweight ; 
ny under our medium estimate of surplus purchases—$5.94 per hundredweight; 
se and under our maximum estimate of surplus purchases—$5.80 per hundred- 
n- weight. 
of 6. Total cost of purchases first year of operation under the dairy stabilization 
bills—tIn table 4 we show the total cost of purchases during the first year of 
of operation under the dairy stabilization bills as follows: 
ld (a) At our minimum estimate of surplus purchases, $820,600,000. 
ti- (b) At our medium estimate of surplus purchases, $951,509,000. 
(c) At our maximum estimate of surplus purchases, $1,130 million. 
ne The above figures include milk for the military and special school milk. If 
at we reduce the above figures by $30 million for military milk and $75 million 
for special school milk, the totals are: minimum estimate, $715,600,000 ; medium 
25 estimate, $846,509,000 ; and the maximum estimate, $1,025 million. 
1r- 7. Tax yields and net losses under the first year of operation of the dairy 
stabilization bills.—In table 5 we show the losses that would be incurred under 
ets the first year of operation under these dairy stabilization bills. Under our 
le- minimum estimate of surplus purchases, farm marketings would be 113,190 mil- 
nt, lion pounds of milk subject to the tax of 25 cents per hundredweight specified in 
en the bills for the marketing year beginning April 1, 1959. Under our medium 
la and maximum estimates of surplus purchases, marketings would be 115,690 mil- 
er lion pounds subject to tax. 
his The tax of 25 cents per hundredweight would yield $283 million on the basis 
ilk of 1957 marketings, and $289 million on the basis of 1957 marketings plus 2.5 
billion pounds increase. 
YT (a) Net loss under the first vear of operation, assuming no Government funds 
ion were used and the program thereby would be truly “self-help”, as claimed by 
ate proponents, would be (1) at minimum estimate of surplus purchases, $537,600,- 
000, (2) at the medium estimate of surplus purchases, $662,500,000, and (3) at 
ilk the maximum estimate of surplus purchases, $841 million. 
um (b) Net loss, assuming use of Government funds first year of operation 
ion under the dairy stabilization bills. In these estimates we have assumed that 
United States Government funds in the amount of $30 million for military fluid 
ort milk, $75 million for special school milk, and cash sales, Public Law 480 and 


‘he section 32 funds, at the same rate as in 1957 fiscal year, or $130 million in total, 


of would be used to finance part of the losses. 
ect On this basis, then, net losses, using $235 million of Government-appropriated 


‘ost funds to defray part of the expenses of the program would be: (1) at minimum 
all estimate of surplus purchases, $302,600,000; (2) at medium rate of surplus 

purchases, $427,500,000; and (3) at maximum rate of surplus purchases, $606 
ter, million. Thus we see that this program is not a truly “self-help” program inas- 


In much as the tax revenues fall far short of paying for the cost of the program. 
the The short-fall ranges anywhere from $303 million at the minimum to $841 


sts, million at the maximum. Therefore, advertising this program as a “self-help” 
ded program is most assuredly erroneous and misleading to a very great degree. 


ice- Furthermore, it is to be emphasized that no costs of administration are in- 
volved in these loss estimates. Undoubtedly it would cost several million dollars 
um to administer this program, particularly since the bills place no limits on the 
number of personnel, their salaries, their expenses, nor the fees that the Board 
may pay dairy concerns for helping them conduct their program, nor are there 


ntly any costs allowed for the purchase of plants, the construction of plants, adver- 

ght. tising, and other activities authorized by these bills. 

ther In view of the fact that these bills are not self-help, inasmuch as the taxes 

ring levied do not meet the costs of the programs, the question naturally rises as to 
how high the taxes would have to be if these bills were to represent a com- 

le 1 pletely self-financed and therefore a completely self-help program. 

ela- In table 6 estimates are shown as to what the tax rates would have to be in 

the order for the program to be completely self-liquidating. The estimates are made 


lent on three bases, these being (1) with no Government financing, (2) with special 


iuse school and military milk costs financed by the Government, and (3) with school 
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on 


milk, military milk, and cash sales, Public Law 480, and section 82 reimburse- 
ments permitted at the same rate as in fiscal 1957. 

(a) Tax rates, with no Government financing, would be 72 cents per hundred- 
weight at our minimum rate of surplus purchases; 72 cents per hundredweight 
at our medium rate; and 98 cents per hundredweight at our maximum rate of 
surplus purchases. 

(b) Tax rates, with special school milk and military milk financed by the 
Government, would be (1) on the basis of our minimum estimate, 63 cents per 
hundredweight; (2) at our medium estimate, 73 cents per hundredweight; and 
(3) at our maximum estimate 89 cents per hundredweight. 

(c) Allowing Government financing for military milk, special school milk, 
eash sales, Public Law 480, and section 32 reimbursements at fiscal 1957 rates, 
tax rates would be 52 cents per hundredweight at our minimum estimate, 62 
cents per hundredweight at our medium estimate, and 77 cents per hundred- 
weight at our maximum estimate. 

8. Deficits—The deficits accruing the first year of operation of the dairy 
stabilization program are set forth in table 7. These range from $536 million to 
$841 million if the program is to be truly self-financed and therefore requiring no 
Government funds. 

If milk subsidization in the military and special schoo] milk programs is 
assumed to come from Government appropriations, the deficits range from $4383 
million to $736 million. 

If costs of subsidizing military and special school milk are allowed, and the 
program is reimbursed from cash sales, Public Law 480 and section 32 in the 
same amount as during the fiscal year 1957, deficits range from $303 million to 
$606 million. 

These deficits represent the amounts by which this program fails to be self- 
supporting. It also represents the amount of money that would have to be 
raised either (1) by heavier taxes on milk producers or (2) increased appro- 
priations from the Federal Government. 


Il. ECONOMIC CONSIDERATIONS——-QUOTA SYSTEM AUTHORIZED BY THE BILLS 


This phase of the analysis is quite difficult due to the fact that the provisions 
of the bills which provide for the establishment of marketing allotments, price 
levels, exemptions to be granted from quotas, and the like, are not specific, nor 
is there specified any minimum or maximum rate of taxation or other statistical 
guideline which permits definitive economic analysis of the allotment system 
provided. 

The bills provide that a quota or allotment system must be put into effect at 
any time the tax rate would exceed 25 cents per hundredweight of milk mar- 
keted. The analysis given in the preceding section shows conclusively that 
allotments would be required of the second marketing year of this program. 

The situation faced at the beginning of the second year of operation of the 
program would be as follows: 

(1) Debts ranging from a minimum of $302 million to as high as $606 million, 
even though Government financing had been used to defray $235 million of the 
costs incurred the first year of operation, the same as in fiscal year 1957. 

If this $235 million of Government funds were not used, the program would 
face debts at the beginning of the second marketing year ranging from a mini- 
mum of $536 million to a maximum of $841 million. In addition, production 
would be at the level ranging from 126.4 billion to at least 128.5 billion pounds. 

Marketings of milk from farms could be brought into line with commercial 
demand by one of several methods, namely, (1) the program could be abandoned 
in its entirety, and prices to producers allowed to crash to a level where 
increased demand and decreased production would balance demand and supply; 
or (2) marketings in excess of demand could be taxed so heavily that farmers 
would cease to market any more milk than that for which there was a com- 
mercial demand in the market; or (3) some combination of the two preceding 
methods. 

Of course, it goes without saying that if there were no program the second 
year, prices would crash and the Board would still be in debt anywhere from 
$302 million to $841 million. 

If the Board established prices at 90 percent of parity such as is required the 
first year, assuming no changes in parity prices, the commercial market would 
be about 100 million pounds. However, this would not constitute the allot- 
ment if any exemptions whatsoever were granted from the allotment system. 
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If milk and butterfat sold from farms of four cows or less were excluded from 
the allotment and from the program, then the total allotment of the country 
as a whole would be about 95 billion pounds. If any exemptions for “deficit 
production areas” were granted, the allotment would be even less. 

The question would be as to how farm marketings could be kept within the 
allotment. The only way contemplated under the bills for accomplishing this 
purpose is to tax the marketings in excess of quotas out of existence. If this 
were done or rather one should say if it were attempted, the tax rate on 
marketings in excess of quota the second year of operation could be as high 
as $3.98 per hundredweight. If this high tax rate were successful in causing 
farmers not to market any milk in excess of their allotment, then there would 
be no surplus purchases the second year. 

However, the program would remain in debt from the first year’s operation 
anywhere from $302 million to $841 million. This would involve the taxation 
of quota milk the second year, in order to liquidate the program debts, at rates 
ranging from a minimum of 33 cents per hundredweight to 88 cents per hun- 
dredweight, even if there were no price-support program or purchases of 
surpluses whatsoever the second year. 

It is highly questionable, however, that even a totally confiscatory tax on 
marketings in excess of quota would entirely eliminate such excess marketing. 
Farmers in order to guard against being under quota probably would market 
slightly more than their quota. If they marketed on the average 5 percent in 
excess of their quota, surplus purchases the second year would amount to 5 
billion pounds milk equivalent. This would cost about $300 million. 

With this volume and value of surplus purchases, added to the carryover 
losses from the first year’s operation of the program, total obligations of the 
program the second year would run from about $605 million to as high as $1,145,- 
000,000 depending upon the total amount of Government funds used and level 
of surplus purchases the first year. 

Taxation of milk in excess of quota at the full price support level of $3.98 per 
hundredweight would yield approximately $200 million. Thus the remaining 
obligations of the program would range from about $420 million to $946 million, 
which would represent program indebtedness that would have to be made up 
from taxes on quota milk. Such taxes would range from 44 cents per hundred- 
weight to as high as $1 per hundredweight depending upon the amount of Gov- 
ernment financing involved, the size of surplus purchases, and carryover losses 
from the first year. 

When it is remembered that the cost estimates and losses set forth in this 
statement do not provide for any cost of administration, or for such things as 
the purchase of plant facilities, advertising, paying the costs of operations, and 
earnings of stabilization corporations, fees to dairy plants used in the pro- 
gram, and the like, it should be apparent that producers stand to lose materially 
under this program, rather than to show gain as claimed by proponents. 

In this analysis I have not attempted to show how net returns to producers 
would be reduced by this program by virtue of reductions in volume of produc- 
tion on the farms, in the plants, and in distribution channels. We all know, how- 
ever, that such a reduction in volume as is contemplated under this program 
would cause drastic increases in costs of operation and lower net returns to 
producers. 

So much for the economic analysis of this program. I wish it were possible 
to make it more definitive, but the bills themselves are so loosely drawn and 
leave so many things to the judgment—actually one might say to the whim— 
of the Dairy Stabilization Board that no more sharply focused analysis was 
possible. This, however, should be sufficient to disclose the utter lack of eco- 
nomic benefits to producers if this program were enacted into law. 

The next section of this paper will deal with the provisions of the bill and 
our opinion concerning the various provisions of the bills. 


III. PROVISIONS OF DAIRY STABILIZATION BILLS 


There is set forth below a discussion of the principal features of the dairy 
stabilization bills that are the subject of this hearing. 

1. Comments concerning declaration of policy—Many of the features in the 
declaration of policy (sec. 3) in the stabilization bills appear to be laudable 
statements. However, the declaration of policy needs to be correlated with the 
means of achieving such policy as provided in the operational features of the 
bills. Thus clauses (a), (¢c), (d), and (f) relate to the providing of an adequate, 
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balanced, and orderly flow of milk; an improved, orderly, and stabilized market 
for milk; to protect the security and welfare of the Nation by maintaining 
adequate domestic production and supply of milk and dairy products, and by 
keeping the national agricultural resources permanently productive and rea- 
sonably adjusted to current demands; and to protect the interests of the con- 
sumers by maintaining a stabilized, continuous, and adequate supply of milk 
and dairy products at fair prices. 

The mechanism provided for achieving these policy goals is through levying 
taxes to raise money to remove from commercial marketing channels milk and 
dairy products, and to reduce the supply of milk and dairy products in inter- 
state and foreign commerce by taxation of the surplus out of existence. We 
fail to see how reduction in production can contribute to a more orderly flow or 
more balanced flow or more adequate supply. We fail to see how the security 
and welfare of the Nation can be protected by shrinking the agricultural plant 
as these bills visualize. As you will recall, our major problem respecting food 
supplies during the last war was to expand production rather than shrink it. 

We fail to see how reduction in production will protect the interests of con- 
sumers. Consumers, under these bills, will pay more money for less products. 

The statement of policy also provides for the promotion of effective merchan- 
dising of milk and dairy products. The dairy industry already has a voluntary 
program for this purpose which is working as well as could be expected through 
the activities of the American Dairy Association and the National Dairy Coun- 
cil. Of course, under these bills it is quite likely that contributions for the 
conduct of the American Dairy Association and the National Dairy Council 
programs would cease, hence these activities, if they were to be continued, 
would have to be taken over by the Dairy Stabilization Board set up under this 
act. The policy statement of the goal to stabilize prices of milk and dairy 
products at reasonable returns to producers is, of course, a laudable goal. 
However, we already have a program under the current price support law 
which is designed for this purpose, and our analysis shows conclusively that the 
current program is considerably better and more remunerative to producers 
than the program visualized under these bills. 

The statement of policy to provide a self-financing system of price stabiliza- 
tion and production adjustment for milk and dairy products is a laudable goal, 
but as we showed in the preceding sections of the statement, the bills fall far 
short of being self-financing and therefore the mechanisms provided in the bills 
do not carry out the policy of the bills as stated. 

The statement of policy could be made considerably more forthright by also 
stating it as a policy of the Congress that production in excess of that which 
can be sold at the price levels permissible under these bills, whatever they are, 
shall be taxed out of existence and thus the taxing powers of the Congress are 
to be delegated to, and used by, an independent agency to eliminate excess pro- 
duction by confiscatory taxation. 

2. Powers of the Federal Dairy Stabilization Board.—We have the following 
comments respecting the powers granted the Federal Dairy Stabilization Board 
under these bills: 

(a) The Board is an independent agency. It is not subject to the supervision 
of the Congress, the President, or the Secretary of Agriculture. The Board 
members may be discharged by the President for cause or ineligibility, whatever 
that means. It is to be emphasized that the operational powers of the Board 
are not subject to review by the Congress or by any elective or appointed official 
of the United States Government, except as will be noted hereafter regarding 
review by the Secretary of price stabilization levels established by the Board. 

(b) Section 11 states quite clearly that “the findings and determination of 
the Board made under the authority of this act shall be final and conclusive.” 
Thus it appears that the Board is utterly independent. 

(c) The Board is authorized to buy, sell, give away, hold, store, warehouse, 
manufacture, process, service, package, advertise, and transport milk and dairy 
products. 

This grant of authority makes it possible for the Board to do anything what- 
soever it desires to do in the manufacture, production, and marketing of milk 
and dairy products. We see no reason whatsoever why such powers should be 
granted to an independent Board. 

(ad) The Board may contract for plants, facilities, and services needed to ac- 
complish its purposes, and may even build manufacturing or other types of 
plants, as it sees fit. We think it entirely inappropriate for any organization, 
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independent or otherwise, to be given such authority under a 
program. 

(e) The Board is authorized to borrow money to conduct its business. Of 
particular significance is the fact that section 17 entitles the Board to borrow 
from the Commodity Credit Corporation and directs the Commodity Credit 
Corporation to loan money to the Board. Such loans are to be made with- 
out security and may aggregate as much as $350 million outstanding at any one 
time. 

It seems to us that section 17 is nothing more nor less than an outright 
grant of $350 million of Federal Government funds to an independent agency 
to use pretty much as it sees fit. 

(f) Section 18 seems to us to place the Board entirely outside the fiscal 
supervision or responsibility of the General Accounting Office. 

It seems to us that the Congress should be quite loath to grant this author- 
ity to any independent agency, particularly in view of the fact that regularly 
constituted elements of the executive branch of the Federal Government normal- 
ly are subject to the fiscal supervision and review of the General Accounting 
Office. 

(g) Section 19 provides that the Board may make loans or advances as is 
considered necessary; and section 20 appears to be a catchall provision for 
the Board to do anything that it may deem necessary in the performance of 
the duties imposed on it by the bills. 

(i) In a number of sections of the bills the Board is authorized to oper- 
ate through regular commercial channels or firms and also something that 
is called stabilization corporations. These latter are not defined and there- 
fore under these bills it would appear that authority is granted the Board to es- 
tablish corporations, finance them, pay them for services, and the like, as it 
sees fit. This not only opens the way for serious duplication of dairy prod- 
ucts handling facilities and other marketing facilities in the United States but 
also sets the framework for much higher administrative costs and the like 
than would be necessary otherwise. 

(i) Sections 27 through 33 provide for an advisory committee to advise the 
Board, but this committee has no authority or other powers. 

3. Price stabilization—The Board is given vast powers to stabilize prices of 
milk and butterfat producers. Our comments follow: 

(a) Stabilized prices to producers of milk and butterfat shall be provided 
by the Board at levels to be announced annually by the Board. In establish- 
ing such prive levels, the Board is directed to take into consideration 12 gen- 
eral factors. 

It is to be emphasized that, although 12 general factors are to be taken into 
consideration by the Board in establishing stabilization price levels, there are 
no statistical limitations or guidelines as to the levels that may be established. 

Therefore, these bills give an independent agency a blank check insofar as the 
level of prices it may establish under the bills is concerned. It is to be seriously 
doubted that any segment of our economy should be granted the authority to 
use the powers of Government to accomplish such unrestricted purposes. 

(bo) The Board in section 37 is authorized and directed to establish and main- 
tain a surplus holding pool. In conducting the pool operations, it may operate 
through its own staff or such committees, corporations, stabilization corpora- 
tions, agents, brokers, or persons as it may designate. We only wish to call 
your attention again to the use of the term “stabilization corporations.” 

(c) Section 38 deals with disposition of commodities purchased by the Board. 
We have little comment with respect to this matter, except to indicate that, 
in respect to the authority to give away, barter for domestic or foreign assets, 
or sell at reduced prices in foreign markets, any milk and dairy products in its 
possession, would raise very serious objections with respect to foreign opera- 
tions as to the manner in which operations of the Board would be correlated 
with foreign policy and operations under Public Law 480. 

(d) In section 39 the Federal Government and various agencies thereof are 
instructed to give due consideration in obtaining milk and dairy products from 
the Board and directs such agencies to cooperate with the Board in the dis- 
position of milk and dairy products abroad. This section is very general and 
again raises the question as to conflicts of this proposed legislation and Public 
Law 480, foreign policy, and the like. 

(e) Section 40 authorizes the Board to promote and develop new and ex- 
panded outlets for milk and dairy products. This activity is already being 
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handled on a voluntary basis and in a very constructive fashion by the Ameri- 
can Dairy Association and the National Dairy Council, and we see no reason 
why the Board should be given a duplicating authority. 

(f) Section 43 provides for charging volumes equivalent to volumes imported 
to the Commodity Credit Corporation and for reimbursement of the Board for 
dairy products produced on acreage diverted from other crops. 

With respect to imports, they are already controlled under section 22 of the 
Agricultural Adjustment Act and we see no reason why the Board should be 
reimbursed for these imports. If there is a logical argument for such reimburse- 
ment, there is equally logical argument for reimbursing the Commodity Credit 
Corporation under the current program and in not charging such reimbursement 
against price-support activities. 

In respect to payments for products produced on diverted acreage, we do not 
think this provision has any merit for two reasons. First, from the viewpoint 
of the sheer mechanics of the matter we do not believe it possible to estimate 
the volume involved. Second, if this is fair for dairy farmers, it is also fair 
for producers of other price-supported crops in respect to the production of 
such crops on dairy farms. We think this raises such a host of questions that 
it had better be left alone. 

(zg) Sections 45 through 47 provide for review of price stabilization levels 
by the Secretary. If the Secretary does not approve the price stabilization 
level established by the Board, he may hold a hearing and direct the Board 
to establish such levels as he finds justified on the basis of the hearing. If 
the Board does not agree the only recourse the Secretary has is to sue the Board 
in the United States Court of Appeals for the District of Columbia. In our 
opinion this is an unsound and unworkable provision. 

4. Marketing assessments.—Sections 48 through 54 provide for the levying 
of marketing assessments. The assessments are levied on producers and 
importers of milk, butterfat, or dairy products. Section 48 states, “Thus the 
cost of the developing and maintaining an orderly, stabilized, and improved 
market will be charged directly to those using the improved market and sharing 
in its benefits and to them only; and the amount paid by each will be directly 
related to the use made of the improved market.” 

We quote this at length in order to make crystal clear that the intent of 
these bills is that taxes on producers will pay the full cost of the program. 
This indicates to us that the proponents of these bills intend that all price- 
support purchases and all subsidization of fluid-milk consumption should be 
paid for by producers. Although this is the stated intent, our analysis shows 
in previous sections that the tax rate does not pay for the program even the 
first year. 

(a). The bills in sections 48 through 54 delegate the taxing power of the 
Congress to an independent agency which is not under the control or direction 
of the Congress or any official of the executive branch of the Federal Govern- 
ment. 

While we do not profess to be attorneys we think it unquestionable that this 
is an unconstitutional delegation of taxing power and in any event one which 
the Congress would be most unwise to delegate. 

5. Marketing allotment programs.—lIn sections 55 through 63 the board is 
directed to establish a marketing allotment program for any year in which 
the marketing assessment established by the board would exceed 25 cents per 
hundredweight. On the basis of the analysis in the previous sections of this 
paper marketing allotments would have to be established in the second year of 
the program. 

(a) Bases shall be established for each individual producer. No statistical 
guidelines, restrictions, or limitations are placed upon the level of bases that 
may be established. 

(b) The Board may adjust bases for hardship, which is not defined. 

(c) The Board may adjust bases because of “deficit production areas,” which 
is not defined. 

The provisions for adjustment of bases in any manner in which the Board 
desires leaves the way open for all kinds of adjustment and the development 
of serious inequities from farm to farm and from region to region. Under 
this provision, many fluid milk markets in the country could be excluded or 
relieved of the base provisions, depending upon how they were figured; and 
entire areas could be excluded or relieved under the base provisions, depending 
upon how “deficit area” is defined by the Board. 
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(d) Section 58 gives the Board authority to audit the books and records 
of every milk plant in the country, whether it be cooperative or private. It 
is extremely questionable whether this authority should be given to an inde- 
pendent agency of which many members, no doubt, will be actively engaged 
in the milk and dairy business. 

(e) The key to this marketing allotment taxation scheme is to be found 
in section 62. Under this section the Board is permitted to establish differ- 
ent rates of taxation of milk sold within the quota and milk sold in excess of 
the quota. 

In our opinion this means that the Board is permitted to use, without limit, 
the taxing power to eliminate the production of milk which it considers excess— 
that is, milk in excess of established quotas. 

It seems to us that it would be much more forthright for the Congress itself, 
if it ever would approve such use of the taxing power, to establish such taxes 
itself. After all, the Congress is answerable to the people of this country. The 
Federal Dairy Stabilization Board is not. 

6. Stabilization program—jfirst year.—For the first year of operation the 
bills provide (sec. 76) that the Board shall support prices for the marketing 
year beginning April 1, 1959, at 90 percent of parity, using the manufacturing 
milk parity equivalent formula originally used under the Agricultural Act of 
1949. This section also levied the tax for marketing assessment at 25 cents per 
hundredweight for milk or milk equivalent. 

Inasmuch as this feature of the act has been subjected to analysis in pre- 
ceeding sections of this statement, no further comments will be made with 
respect to this provision. 

Thank you very much for your courtesy in listening to my statement, and I 
appreciate the opportunity of having been heard with respect to this proposed 
legislation. 


TABLE 1.—Purchases of specified dairy products primarily for support purchases, 
United States production, and percentage support purchases are of production, 
1933-41 and 1947-57, expressed in millions of pounds 


Butter Cheese Nonfat dry milk 
cate i ea! ae —tinnere 
| Percent Percent Percent 
Year Pro- pur- Pro- pur- Pro- pur- 
duc- Pur- chases duc- Pur- chases due- Pur- chases 
tion chases are of tion chases are of tion chases are of 
produc- produc- | produc- 
tion tion tion 
1933 é 1, 795 43. 2 2.4 548 | 
1934 1,728 | 24.6 1.4 587 17.9 3.0 |_. ; 
1935 1, 672 7.0 + 628 aa 3 188 15.8 8.4 
1936 1, 666 3.0 2 650 | 9 1.4 224 3.6 1.6 
1937 1, 662 3.0 2 653 | oni cia di 245 23.2 9.5 
1938 1,798 | 142.0 7.9 726 | 3.5 5 289 31.3 10.8 
1939 1, 782 | 25. 4 1.4 i way 268 5.0 1.9 
1940 1, 837 10.6 6 785 | 4.4 .6 322 7.3 2.3 
1941 1,872 | 11.4} .6 956 | 366 7 7.4 
1947 1, 329 1, 183 678 211.3 31.2 
1948 1, 210 1, 098 682 é 
1949 1,412 114.3 8.1; 1,199 25. 5 2.1 935 325. 5 34.8 
1950 1, 386 127.9 9.2 1, 191 108. 9 9.1 881 351. 6 39.9 
1951 1, 203 .2 2 1, 161 .8 a 702 53. 6 7.6 
1952 1, 188 16. 1 1.4 1, 170 2.8 2.4 863 51.5 6.0 
1953 1, 412 358.9 25.4 1, 344 291.0 21.6 1,214 587. 4 48.4 
1954 1, 449 320.0 22. 1 1, 383 275.1 19.9! 1,402 650. 6 46.4 
1955 1, 386 162. 4 11.7 1, 363 150.0 11.0 1, 410 555.7 | 39.4 
1956 1, 409 164.7 11.7 1, 386 187.9 13. 6 1, 545 754.1 48.8 
1957 1, 422 173. 5 12.2 1, 408 241.5 17.2 1, 693 815.5 48.2 


Source: Reports of the Agricultural Marketing Service, U.S. Department of Agriculture. 
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TABLE 2.—Volume of dairy products purchased by Commodity Credit Corpora- 
tion, volume of milk consumed by the military and subsidized by Commodity 
Oredit Corporation, and volume distributed under the special school milk pro- 
gram, calendar year 1957 


Volume of Milk equiv. 
Commodity product | alent 


Thousand Million 

pounds | pounds 
Butter be jada d 173, 489 | 3, 470 
Cheest : ‘ — 241, 486 | 2, 415 
Nonfat dry milk i ‘ : 815, 481 diac 
Fluid milk, military__-- = ‘ ; = 600, 517 601 
é 
Total | 6, 486 


Grand total 7, 460 


| 
‘ ‘ . é Kasi Sao = 8 
Special school m ene . -« “L 975, 000 975 


Source: Reports of the Commodity Credit Corporation and the Agricultural Marketing Service. 


TABLE 3.—Estimates of volume that would be purchased, including military and 
special school milk, during the 1st year of the proposed dairy stabilization 
program, with prices at 90 percent of parity 


[Millions of pounds of milk equivalent] 


Total, 1957, | Additional Total. less 
Size class cf Total, 1957, excluding | purchases Total, all Total, less | military and 
estimate all products |specialschool| due to in- products school milk schoo] milk 

| milk creased price | 


| 
Minimum. .---.---| , 460 5, 486 | 5, 885 | 38, 345 2,¢ 11,770 
Medium each , 460 | j, 486 8, 365 | 5, 8% , 8% 14, 251 
Maximum , 460 | , 486 11, 785 9, 246 sa 17, 671 


1 Military fluid milk included at 1957 rate of 600,517,000 pounds; special school milk included at 1957 rate 
of 975,000,000 pounds. 


TABLE 4.—Estimated total costs of “self-help” program during 1st year of opera- 
tion, pursuant to H. R. 10043, including manufactured dairy products purchased 
and fluid milk subsidization 


Price- Total cost of | Total, including 
Size class of estimate support Prices 2 price support Army and 
volume! | special school 
milk 3 
es 
| 





Million 
pounds Millions | Millions 
Minimum..-.-- ‘ | 11,770 $715, 600, 000 | $820, 600, 000 
eae 14, 25 846, 509, 400 | 951, 509, 400 
Maximum 17, 671 f 1, 024, 918, 000 | 1, 129, 918, 000 
| 





1 Excludes school milk and military milk. 
2 Derived by taking support level and adding thereto manufacturing plant margin, cost of storage, freight, 
repackaging, and other disposition costs based on CCC experience in fiscal year ending June 30, 1957, plus 
estimated costs of purchase of additional nonfat dry milk not accounted for in milk equivalent of butter 
purchased. 
3 Milk for the military estimated at $30,000,000 and special school milk at $75,000,000—the appropriation 
authorized in current law. 
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TABLE 5.—Losses on 1st year of operation of dairy stabilization program, cal- 
culated on basis of no Government funds, and on using Government funds for 
fluid milk subsidization and Public Law 480 and sec. 32 reimbursement at fiscal 
year 1957 rate 








Total costs Net loss 4 
less dollar 
Total cost | sales and 





Price Total cost | of all pur- |Public Law) Tax yield at 
Size class of support of price chases and 480 and |25 cents per|No Govern-| Govern- 
estimate volume support fiuid milk | sec. 32re- | hundred- {ment funds; ment funds 
purchases !| subsidy 2 imburse- weight used used as 
ments and | indicated 5 
fiuid milk 
subsidy 3 
Million } 
pounds Millions Millions Millions Millions 
Minimum... 11,770 $715. 6 $820. 6 | $585. 6 6 $283. 0 $537. 6 | $302. 6 
Medium | 14, 251 846. 5 951. 5 716.5 7 289.0 662. 5 | 427.5 
Maximum. . 17, 671 1, 024.9 1, 130.0 895. 0 7 289.0 841.0 | 606. 0 


1 Does not include cost of fiuid milk for the military and Special School Milk. 

2 Special school milk estimated at $75,000,000; military fiuid at $30,000,000. 

3 Total dollar sales and Public Law 480 and sec. 32 reimbursements are included at the rate for the fiseal 
year ending June 30, 1957, or $130,000,000 and military and special school milk at $105,000,000 

4 Does not include any cost of administration. 

5 Excluding military and special school milk fiuid, and cash sales, Public Law 480 and sec. 32 reimburse- 
ments at 1957 fiscal year rate. 
6 Marketings at 1957 rate of 113,190,000 pounds, 
7 Marketings at 115,690,000 pounds. 


TABLE 6.—Taz rates necessary in order for the “self-help” plan to be self-financing 
1st year of operation, and tax rates necessary with varying degrees of Govern- 
ment financing, as indicated 








Total costs and tax rates, ex- 


Total costs and tax rates, cluding military and spe- 

Size class of esti- | Total costs and tax rates, excluding costs of special cial school milk, cash 
mate no Government financing school milk and military sales, Public Law 480, and 

milk sec. 32 reimbursements at 


fiscal 1957 rate 








Tax rate (per Tax rate (per Tax rate (per 
hundred- hundred- hundred- 
Cost weight of Cost weight of Cost weight of 
milk mar- milk mar- milk mar- 
keted) keted) keted) 








Millions | Millions Millions 
Minimum ! $820. 6 $0. 72 $715.6 | $0. 63 $585. 6 $0. 52 
Medium 2 951.5 . 82 846. 5 73 716.5 . 62 
Maximum 2 1, 130.0 . 98 1, 025.0 | . 89 895.0 7 





1 Marketing, at 1957 rate of 113,190,000,000 pounds. 
2 Marketings, at rate of 115,690,000,000 pounds. 


TABLE 7.—Deficits of the Federal Dairy Stabilization Board after 1st year of 
operation as provided in H. R. 10043 and similar bills 


| | Total cost, 
| Total cost, 


| | excluding | 
| Total cost; excluding milk sub- 
Size class of no govern- | Tax yield | Loss military | Loss | sidy, Pub- Loss 
estimate ment | | and special | lie Law 
financing | school | 480, and 
milk | sec. 32 re- | 
imburse- 
; ment 





| 
Millions | Millions | Millions Millions Millions | Millions Millions 


Minimum.....-- $820. 6 $283. 0 $537. 6 $715. 6 $432. 6 $585. 6 $302. 6 
Medium ‘sGanee 951. 5 | 289.0 | 662. 5 846. 5 557. 5 716.5 427.5 


Maximum. .-.---- | 1, 130.0 | 289. 0 841.0 1, 025. 0 736. 0 895. 0 606. 0 























594 DAIRY PRODUCTS PRICE SUPPORT 


Mr. Reep. Our plants are very largely engaged in the manufacture 
of dairy products such as butter, cheese, nonfat dry milk, and the 
like. However, quite a significant number of our plants also ship 
grade A milk for distribution as fluid milk to c ity markets, and the 
number of these is growing steadily. Our membership is located in 
Wisconsin, Minnesota, Iowa, Kansas, Nebraska, and North and South 
Dakota. 

I have a lengthy statement, here, Mr. Chairman, and I think I shall 
skip through it. 

t think before we can fully appraise the effects of the proposal in 
this legislation as ies a new dairy program, it would perhaps be help- 
ful to us to gain some idea as to the magnitude of the problem affect- 
ing us. 

In table 1 in the appendix, which is just following page 13, I have 
listed there the production of butter, cheese, and ‘nonfat dry milk 
solids for two periods: 1933 through 1941 and 1947 through 1957, 
Those are calendar-year figures. I ‘have listed also the pure chases of 
these particular commodities under surplus-removal programs during 
the two periods, and I show also the percentage purchases of each 
commodity are of the production during the year ‘involved. 

You will note that prior to World War II our purchases ranged 
from a low figure of 2 percent of production to about 8 percent of 
production for butter. Since the price-support program was resumed 
following the war our volume of purchases has varied from 2 percent 
of total produc tion of butter to a high of 25.4 percent in 1953. 

Mr. Jounson. What was that percent ? 

Mr. Reep. To a high of 25.4 percent in 1953. 

With respect to cheese, the figures vary significantly. I will not 
take the time to indicate them. They range ‘from some years when 
there were zero price-support purchases to as high as about 22 per- 
cent in 1953. 

And in respect to nonfat dry milk, those figures jump around very 
considerably. But we must notice that in the period following the 
war the purchases have been very heavy. On of the major reasons 
for that, of course, and also with respect to cheese, is that during the 
war the Government markedly increased the production of nonfat 
dry milk and cheese for war purposes, It is extraordinarily ques- 
tionable whether purchases of those two commodities would be so 
large were it not for the hangover from the wartime programs. 

Getting down to the present time, the appropriate percentages in 
1957 were 12.2 percent for butter, 17.2 for cheese, and 48.2 percent 
for nonfat dry milk. 

If you will turn to table 2, following, you will see the purchases of 
dairy products under the price-support program in 1957 for the cal- 
endar year. There were about—— 

Mr. Jonnson. These are Government purchases ? 

Mr. Reep. These are all Government figures here; yes, sir. There 
were about 174 million—I am rounding the figures—pounds of butter, 
about 242 million pounds of cheese, and about 815 million pounds of 
nonfat dry milk. Fluid milk consumption by the military was sub- 
sidized to the extent of 600,517,000 pounds. The special school milk 
program was subsidized to the extent of 975 million — 

If we convert these figures to milk equivalent, butter runs 3.5 
billion—rounding the figures—cheese 2.4 billion, milk 601 million for 
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the military and 975 million for special school mik. The grand 
total is 7,460 million pounds of milk, and represents purchases plus 
other types of subsidization involved in military milk and special 
school milk. 

Now, if we can turn to table 3, we have estimates of the volume 
that would be purchased, including military and special school milk, 
during the first year of the proposed dairy stabilization program, w ith 
prices at 90 percent of parity. 

All of these figures are expressed in terms of millions of pounds 
of milk equivalent. There are three lines across the table Yabeled 
“minimum,” “medium,” “maximum.” 

On the minimum estimate—and you gentlemen understand, of 
course, that we cannot be precisely sure ‘of an estimate of such a 
complex matter, but in our estimates we took the total purchases of 
products in 1957, plus the school milk and military milk program. 
We excluded in the second column of figures the special school milk 
program under the assumption that perhaps the Congress would not 
desire that to be handled by the Board—although nothing in the act 
so states. 

We come out with an additional purchase due to increased prices of 
5,885 million pounds. 

Mr. Jounson. Just a minute, I do not quite understand that. You 
have total products—is that the line where you have your 5 million 
difference / 

Mr. Reep. I am running across, Mr. Johnson, from the word “mini- 
mum” on the left right straight through that line. 

Mr. Jounson. And that is 15,825,000? 

Mr. Reep. No, that is the “medium” one. 

Mr. Jounson. That is the “medium” one? 

Mr. Reep. Yes. 

Now this minimum estimate visualizes no change in production 
whatsoever from that recorded in 1957 calendar year. The estimate 
as to the additional purchases of products, 5,885 million pounds, the 
first line in the third column of figures, is based on commonly accepted 
figures as to consumer responses to change in price. 

On the basis of such evidence as we have from the literature con- 
cerning the matter and such independent research as I have conducted 
for many years myself in respect to consumer responses to change in 
orice, we feel that the increase in retail prices which would be caused 

™ increasing the producer price under the program to $3.98 per 
hundredweight would be from 11% to 2 cents per quart of fluid milk, 
from 10 to 12 cents per pound—these are retail prices—of butter, and 
other dairy products would be increased at retail comparably. We 
estimate that those increases would reduce the consumption of fluid 
milk by about 3.3 percent, and of manufactured dairy products about 
7 percent. 

Mr. Jounson. That is your minimum ¢ 

Mr. Reep. That is the minimum estimate. 

Now if we take that figure and add to it the total products pur- 
chased in 1957 under the program during that year, we come out with 
a total for all products of 13,345 million pounds. 

The medium estimate which we have assumes a 2.5 billion pound 
increase in marketings of milk from farms because of the increased 
price. 
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I have not endeavored to indicate—to work out precisely what I 
think that producer response to price would be. It would perhaps be 
quite more significant than I have indicated. 

If we will refer to the published data in connection with changes 
in farm marketings, the amount of milk and milk equivalent of but- 
terfat sold from farms from 1949 through 1957, we find that those 
year-to-year changes have been on the order of, in one year, a reduc- 
tion of 1.6 percent in marketings from the previous year—that was 
in 1951—to an increase of as high as 6.6 percent over the previous 
year, which occurred in 1953. So it seems to us that the assumption 
of a 2.5 billion pound increase in marketings is decidedly on the con- 
servative side. 

Mr. Jounson. How do your figures compare with the figures of the 
Farm Bureau and the figures of Mr. Brown from Syracuse / 

Mr. Reep. Well, these { figures are different because different tech- 
niques were used in the estimations. 

Mr. Jounson. Are yours higher or lower ? 

Mr. Reep. I believe some of mine are lower and some of mine are 
higher. They agree quite generally, but not in specific detail. The 
end results of the analysis, such as I have seen in Mr. Brown’s testi- 
mony and that of the Farm Bureau, are just about the same. 

Under the medium estimate of total procurement under the pro- 
gram, the first year we would run 15.8 billion. 

Now, there is a possibility that the maximum purchases might be 
larger, and that is caused by the fact that butter, and to a lesser extent 
milk used for ice cream, has a very low price competitor, relative to 
the price of butterfat, in the vegetable oils and products made from 
them, such as oleomargarine and mellorine, or vegetable oil ice cream. 

It is entirely probable that with an increase of 10 cents per pound 
in the retail price of butter, the consumer response to price would be 
much greater than any of our estimates included in the first two I 
have given you—much greater. We have no way of estimating what 
they shall be, or would be, because we have no statistical experience 
that is significant in relation to such a sharp 1 increase in one relative 
to the other. It is my opinion, and the opinion of many cooperative 
men that I have talked to, that oleomargarine sales would be increased 

vastly, and take over more of the butter market, and that mellorine 
sales would be increased greatly and take over more of the fat market, 
butterfat market, when the fat is used for manufacturing ice cream. 

Mr. Jounson. How many States in the Union can use mellorine 
when they make ice cream / 

Mr. Reep. Mr. Johnson, I wish, frankly, I could give you that. I 
‘annot give you 

Mr. Jounson. I do not think they can in Wisconsin or Minnesota. 

Mr. Reep. I do not think so. 

It seems to me the figure is around 13. But would you like me to 
furnish that to you? 

Mr. Jounson. About 13 States. 

Mr. Reep. I believe so, but I cannot vouch for that. I am dragging 
that out of my memory, and I do not know. 

Now the product purchases in terms of milk equivalent under each 
one of these estimates as set forth in table 3 would at a minimum, that 
is excluding military milk and special school milk, at the 1957 rate of 
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consumption or appropriation, would run 11.8, 14.2, and 17.7 billion. 
Now somewhere in there is where this program would come out. We 

‘annot point it out exactly, and I do not believe it is possible for any- 
one to do so. 

On table 4 we go into estimated costs of the self-help program dur- 
ing the first year of operation pursuant to H. R. 10043 and similar 
bills, including manufactured dairy products purchased and fluid- 
milk subsidization. 

The first column of figures shows our three estimates of minimum, 
medium and maximum volume of surplus removal as set forth in the 
first column. Now in order to arrive at cost, you must estimate what 
it is going to cost you per unit. We estimate that under the minimum 
volume purchases the total outlay in handling this product per unit— 
per hundredweight, will be $6.08. Now that is derived by the follow- 
ing methods: First, we take the price-support level as it is estab- 
lished—I believe it figures out now at $3. 98 per hundredweight. That 
is supposed to be the price to producers. There is added to that the 
manufacturing margin which is a cost of manufacturing the milk and 
butterfat into the finished product, which is estimated at 84 cents, just 
about in line with the current margin which the Department of Agri- 
culture uses and it is estimated on exactly the same angen Then the 
commodity, once it is in the hands of the Government, or such other 
agency as is taking care of it, must pay freight, it aan ‘aie storage. 
In m: iny disposition programs it is necessary to repack the com- 
modity, and in some foreign disposition programs ocean freight is in- 
curred. There is only one way I could get at what that figure might 
be. So I took the officially audited records of the Commodity Credit 
Corporation for the fiscal year ending June 30, 1957, and they show 
that during that year there were disposed of $360 million worth of 
commodities, and that during the fiscal year 1957 the carrying charges, 
which included freight, storage, repac kaging, and the like, amounted 
to $31 million or approximately 8.7 percent. Therefore, to the gross 
price at the plants which we have estimated, I added 8.7 percent for 
handling charges. 

Mr. Jonnson. What was your cost of processing, 84 cents? 

Mr. Reep. Eighty-four cents. 

Now there is another important element in here which I think is in- 
clined to be overlooked quite frequently. If you will remember from 
table 1 the purchases of nonfat dry milk solids are very much higher 
as a proportion of total production than are the purchases of butter 
and cheese as a percentage of their total production. This means 
that there is going to be, as there has been in past years, a great deal 
more nonfat dry milk purchased than would be accounted for in the 
milk equivalent of the butter that was purchased. In other words, 
we can assume that a given purchase of butter brings with it a certain 
purchase of nonfat dry milk solids. But there is lots more, and that 
runs very high as a matter of fact. So there was added to this figure 
the cost of additional nonfat dry milk solids that would be purchased 
under the program, which brings us out with the total of $6.08. The 
total cost of the price-support program would then be $715 million, 
exclusive of any allowances for military milk or special school milk. 

Mr. Jounson. May I ask a question ? 
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I have the figure $3.98 as what they pay the farmer, and 84 cents 
for processing. Now what does it figure out, the cost per hundred, 
to get your $6.08 for the finished products? 

Mr. Reep. Let me see if I haven’t that in the text of the statement 
somewhere. I believe it was 42. 

Mr. Jounson. Then your Commodity Credit cost you did give in 
hundredweight ? 

Mr. Reep. Let me see now. Yes, that would be 42 cents per hun- 
dredweight, carrying costs. 

Mr. JoHNnson. Forty- two cents. Now, how much is there for this 
extra cost of nonfat dry milk ¢ 

Mr. Reep. Let me see. I think the figure used was 84 cents. 

Mr. Jonnson. Now is there any other thing going into that $6.08? 

Mr. Reep. Not a thing. There is no allowance whatsoever- yes, 
sir, it was 84 cents for the nonfat dry milk at the minimum estimate 
of purchases. Not a thing goes into that other than those figures 
that I have given you. It does not include any cost of administration 
whatsoever. 

Mr. Jounson. That is your cost per hundredweight ? 

Mr. Reep. That is right. Then as we go to the ‘larger estimates of 
surplus procurement the cost per unit decreases but because lesser 
and lesser amounts of nonfat values are spread over the total, because 
your purchases are more in milk equivalent, but at our minimum 
estimates, we come out with a total cost for everything, including 
Army and special school milk, of $821 million. A small increase in 
marketings of 2.5 billion pounds would run that cost up to $952 mil- 
lion. And a loss of 1 pound of butterfat extra per person of our 
market to oleo and to mellorine, because of the great jump in the price 
of butter relative to oleo at retail—if we assume that that would be 
lost in addition, 1 pound of butterfat per person in the United States, 
our cost would run up to $1,130 million. 

Mr. Jonnson. Why does your cost per hundred go down in that 
chart? 

Mr. Reep. Because, Mr. Johnson, the total volume of milk equiva- 
lent purchased in butter, for example, goes up, and it is assumed that 

carried with it more nonfat that is already accounted for, so there is 
loinc nonfat to be spread over this volume. 

Now the principle of self-help is an entirely laudable principle. I 
might say that in our organization we have for years hoped that. we, 
or other ‘people, could develop some program which would be truly 
self-help. I do not want anyone to say that my organization is 
against the principle of self-help, because it is not. However, on any 
program that is brought forward and purports to be self-help, we are 
going to take a look at it and see if it is what it purports to be. 

We start that look on table 5, if we may go to the third column of 
figures, which shows the total cost of all purchases and the fluid-milk 
subsidy, which is, of course, merely transposed from the preceding 
table 4, the last column. 

Now in column 4 of table 5 I have made certain adjustments in those 
figures, all of which visualize the use of Government money to de- 
crease the cost of the program. If this program were entirely self- 
help, the total costs which must be made up from tax revenues would 
be that in the third column of figures. 
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But if we assume that in the first year of this program the military 
will use $30 million worth of extra milk, and the special school- milk 
program will use $75 million, and if we assume that ¢ ash sale for 
export and domestic use and reimbursements to the Commodity Credit 
Corporation for Public Law 480 disbursements, dispositions, ‘and sec- 
tion 32 reimbursements will be the same as in 1957, we come out with 
a figure of $586 million at our minimum estimates, $716 million at our 
medium, and $895 million at our maximum estimates of sur plus pro- 
curement. The tax yield on the marketings of milk at the minimum 
estimate would be as set forth in column 5, $283 million to $289 million. 
The figures on which those calculations are based are set forth. 

Before | progress any further, in respect to the amount of money 
which I have allowed here for reimbursement from Government 
funds, I took the June 30, 1957, fiscal year report to the Commodity 
Credit Corporation. 

Unfortunately, I forgot to get this table duplicated to put in the 
record. However, it shows that proceeds of sales for dollars in export 
markets was $12,810,000 and sales for dollars in domestic markets was 

2,415,000. CCC was reimbursed from Public Law 480 and it was 
reimbursed from section 32, and as provided in section 416 of the 
Agriculture Adjustment Act. Fifteen million dollars of total proceeds 
of $130 million came from cash dollar sales, not from Government 
funds. 

One hundred fifteen million dollars approximately came from Gov- 
ernment funds. Those are what have been included. 

If we take the tax ae as estimated at the level set for the first 
year in the program at 25 cents, we have a net loss of $528 million, 
$662 million to $841 million with no Government funds used. 

If we use Government funds, as indicated, we have « net loss of 
$303 million, $428 million to as much as $606 million. 

If I may go to table 6, the second column of figures shows the tax 
rate that would be necessary to fully pay for the program, which 
would be 72 cents at the minimum estimate of procurement, 82 cents 
at the medium, and 98 cents per hundredweight at the maximum. 

Mr. Jonnson. I did not follow you there. 

Mr. Reep. If no Government funds were used. 

Mr. Jonnson. You are on table 6 now? 

Mr. Reep. Yes, sir, the second column of figures. I have just esti- 
mated how much the tax rate would have to be in order for the pro- 
gram fully to pay for itself. 

Mr. Jounson. You are assuming the tax would be the same on all 
producers, not a surplus tax and 

Mr. Reep. Oh, yes; I have not even gotten into that yet. This is 
the first year of the program. 

If it were going to pay for itself, I estimate the tax would have to 
consist of rates running anywhere from 72 cents per hundredweight 
to 98 cents per hundredw eight 

Mr. AperNetHy. That prompts me to inqure: Certainly there 
would not be a tax on one producer at one level and a tax on another 
producer at another level—under this bill ? 

Mr. Reep. Not the first year of the program. 

Mr. Apernetuy. Well, at any time? 
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Mr. Rzep. Well, for the second year of the program, Mr. Chairman, 
the Board has authori ity to levy different rates of taxation on 

Mr. Anernetuy. On different people? 

Mr. Reep. Well, the tax rate would be established in this way: In 
the second year of the program if they had quotas—on milk sold by 
anyone within the quota, there would be a certain tax rate, which is 
not specified, and for milk in excess of quota, a different, and pre- 
sumably a much higher, rate could be specified. I had assumed in 
this that everyone who sold milk in a comparable position would be 
taxed the same way. 

Mr. Jounson. What you are saying is the first year, to make the 
program pay, they could not have 25-cent tax, they would have to 
increase it to your figures ¢ 

Mr. Reep. That is correct. If we permit Government subsidiza- 
tion or use of Government funds, as indicated in the preceding table, 
the tax rate at the last column would run as high—run from 52 
cents per hundredweight, in order to be entirely self-financing, to as 
high as 77 cents. 

Mr. Jounson. Are you considering that $350 million loan? 

Mr. Reep. No, sir; I am not considering that. I realize fully that 
the bill does not provide any method for repayment, it is a non- 
recourse loan as I undstand it. But I have assumed that would be 
repaid. 

Mr. Apernetiry. From what / 

Mr. Reep. I do not know. 

Mr. Aperneruy. Sir. 

Mr. Reep. I do not know, sir. But I have assumed that that is an 
obligation of the Board that is established by this bill, and it was to 
be repaid. Even if that were a grant, at our medium estimate of 
surplus procurement, Mr. Abernethy, in the last column on table 7, 
you would not clear the debts. 

Now so much for the manner in which this program fails to be 
self-sufficient. 

Mr. Apernetuy. Let me ask this question. Is it contemplated 
that the taxes will be uniform throughout the country ? 

Mr. Reep. I think so, yes. U niform throughout the country, and 
certainly I think it contemplates that in any year when they have 
quotas the tax on quota milk would be uniform, and the tax on excess 
quota milk would be uniform. I am sure that is the assumption. I 
cannot visualize anyone—— 

Mr. Asernetuy. Is the tax fixed for a year at a time, or a month— 

Mr. Reep. Yes, as I understand the bill it is. 

Mr. Anernetuy. A year at a time? 

Mr. Reep. Yes. Now there is another feature that needs careful 
consideration. 

Mr. Jounson. You did not touch on table 7. 

Mr. Reep. Sir? 

Mr. Jounson. You did not touch on table 7. 

Mr. Reep. Well I had practically finished with it—I am sorry, you 
are right. 

Mr. Asernetuy. Let me ask this question. I probably should 
have asked some of the sponsors of the legislation. What is the de- 
sired objective, to obtain a price at what percentage of parity ? 
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Mr. Reep. Well the first year 

Mr. Anernetuy. They said 80 percent the other day. One of the 
witnesses said 80 percent. 

Mr. Reep. The bill says 90 percent on the first year, with that com- 
puted on the formula originally used. 

Mr. Avernetuy. Is that the long-time objective, the overall ob- 
jective? 

Mr. Reep. No, sir. 

Mr. Apernetuy. To obtain a price comparable to one at 90 percent 
of parity ? 

Mr. Reep. I do not know what the objective would be because 
there are no standards. 

Mr. Apernetuy. Is there anyone in the room who could answer 
the question for me? 

Mr. Zimmerman. 

Mr. ZrimMERMAN. Could you repeat it ? 

Mr. Anernetuy. What is the desired objective, to obtain a return 
equivalent to what level of parity ? 

Mr. Zimmerman. I do not think we have contemplated it in exactly 
terms of parity, Mr. Chairman. But, to provide a return to dairy- 
men for their labor, investment risk and management that was at 
least roughly comparable to the return for labor, investment risk and 
management and other parts of the economy. 

Mr. Aperneruy. Well if I vote for this, how do I know what I 
am going to get? I want to know. A farmer, I think, would ask in 
dollars and cents “What am I going to get in return?” Am I going 
to get parity, am I going to get 90 percent of parity, am I going to 
get 120 percent of parity 2 What am I going to get if I vote for it? 
What does the bill drive toward in par ity. return / 

Mr. ZrimmMerMAN. This would be really a basic break from the 
parity method of determining what dairy income should be, or 
might be, although we would use parity situations. 

Mr. AnernerHy. Well, you would determine that from what sort 
of an operation? Would you determine it from a man who has an 
operation of 100 dairy cows, who might produce milk cheaper than 
one who has 20? I do not understand ex actly how—I know what 
the objective is, it is to improve his income, but I am unable to deter- 
mine what level you expect to arrive at. 

Mr. ZimmerMAN. One of the principal reasons for providing a 
considerable amount of latitude for the Dairy Stabilization Board 
in the establishment of the annual support price is to allow this Board 
annually to make such calculations as would provide for dairy farm- 
ers an optimum income for labor, investment risk and management 
that is compatible with what consumers are willing to pay, what the 
levels of return are in other parts of the economy. And I believe 
there are a number of standards listed early in the bill that the Board 
would take into consideration in arriving at the annual support level. 

Mr. Rerep. In that connection, Mr. Chairman, I might elaborate the 
matter somewhat by stating what standards the bill sets, if you can 
call them standards 

Mr. Asernetuy. I think the general impression around the coun- 
try in support of the legisl: ation is that the desired return is going 
to be 90 percent of parity. 
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Mr. Reep. That is the first year, and that is specified, sir. 

Mr. Aserneruy. That is the magic word, you know, 90 percent of 
parity, and I think that is 

Mr. Jounson. Even the Farm Bureau is for 90 percent of the last 
3 years average. 

‘Mr. Asernetuy. Well now, you are getting me on another track. 

Mr. Reep. We have no way ‘of knowi ing what the level will be after 
the first year because there are many fac tors that are to be ¢ onsidered, 
none of which are specified in a numerical fashion. There is no sta- 
tistical guideline, and certainly I am not in any position to read the 
minds of the members of the board as to what decision they would 
make in considering the 12 general factors involved. 

The act provides that if the board establishes a rate of taxation 
greater than 25 cents per hundredweight a quota system must be 
established. The quota proposal is indeed a difficult ‘one to analyze 
because there are no guidelines whatsoever specified in the bill as to 
what the quotas would | be, what their level would be. 

Mr. Asernetuy. I understand they left that to us to determine, and 
I want to divest myself of any responsibility of that right now. I 
have to meet other farmers on quotas every year now. Deliver me 
from having to meet more. 

Mr. Reep. The bill, however, leaves it tothe Board. That has been 
read into the record this morning, Mr. Abernethy, so I will not dupli- 
cate that testimony. 

Now if we follow over—Mr. Johnson, I want to refer back to your 
questions on table 7 again. That is merely a summary of the short 
fall that would exist under this program, depending upon how much 
Government money was used to pay the Bo: ae s losses. 

On using all of the money that we used in 1957, Government money, 
that is, to “defray costs, the short fall would still be $302 million to 
$606 million. 

Mr. Jounson. Where is that figure ? 

Mr. Reep. The last column on table 7. 

Mr. Jonunson. You have $302 million. 

Mr. Reep. $302.6 million. I am rounding them, Mr. Johnson, in 
order to save time. To $606 million. 

Therefore, we find that this is the situation, that the Board would 
face the second year of operation with debts ranging from a minimum 
of $302 million to as high as $606 million, even though Government 
financing has been used to defr: ay $230 million of the cost me 
during the first year of operation, the same as in fiscal year 1957. 
If this program were truly self-financing, and no Gov ven te funds 
were used, our short fall, the deficit with which we would approach 
the second year of operation, would be from $536 million to a maxi- 
mum of $841 million. 

Now that is the debt situation the Board would face. And the de- 
cision that would have to be made by the Board would be what to do 
about this program the second year when the law requires the estab- 
lishment of quotas and taxes at a differential rate on quota milk and 
milk in excess of quotas. 

Now the only way that marketings of milk from farms could be 
brought into line with commercial demand—and by “commercial de- 
mand” I mean the amount of milk and butter and dairy products the 
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consumers will buy at the rates that will come to prevail under these 
price levels—at the beginning of the second year, they could, because 
of the fiscal situation, abandon the program and let prices crash to 
their lowest level, or the program would shift, perhaps in that event 
to a program conducted by the Secretary of Agriculture under the 
currently existing legislation, or marketings in excess of demand 
could be taxed so heavily that farmers would cease to market any 
milk other than their quota. 

It is extraordinary difficult, because of the lack of standards in these 
bills to determine just how these quotas would be derived. 

Mr. Aserneruy. Let me ask you this, and maybe I ought to in- 
quire of the authors of the bill. Suppose the quota was established, 
and I am a dairy farmer milking 20 cows. They determine that my 
quota would be X hundred pounds which would permit the market- 
ing of the milk from 18 of my cows. I went along with that for a 
year or two. Now how could I make plans, if I had the desire to 
increase my operation to a herd of say, 30 cows?) From whom would 
I get the permission ? 

Mr. Reep. Well, I do not know what the proponents of the legisla- 
tion have in mind, but under the bill 

Mr. Asernetuy. Does the Board decide that, too? 

Mr. Reep. Yes, through rules and regulations, and then its em- 
ployees will administer it. 

Mr. Anernetruy. That is going to bea busy board. 

Mr. Reep. But, sir, under the bill, as I understand it, these quotas 
do not apply to the farmer 

Mr. Asernetuy. I am serious about it. 

Mr. Reep. I am, too. 

Mr. Apernetuy. How would a man who has an established produc- 
ing herd—and you know we all have a desire to get bigger, to grow 
more and produce more; it is just inherent in most people of the 
world to become bigger—how would he find out whether or not he 
would be able to enlarge the size of his dairy herd ? 

Mr. Reep. Well, Mr. Chairman, I am, myself, very serious about 
this. ' 

Mr. Anernetuy. I am, too. 

Mr. Reep. Because it is a very serious question. We are getting 
into very intimate, individual farm operations in connection with 
this quota matter. The quotas are assigned to the individuals, so I 
would assume the individuals may sell them—although there is noth- 
ing in the bill that says he may or may not. That is up to the 
Board- 

Mr. Apernetuy. I know, but suppose I could not find anyone I 
could buy a quota from. : 

Mr. Reep. Then, as I understand the bill, Mr. Abernethy, the only 
way you could get a larger quota would be for there to be such an 
increase in commercial consumption of dairy products that the total 
sales in the United States would be larger than the previously estab- 
lished quota, so that you raised the established quota, and you would 
get your fair percentage of it. 

Mr. Anerneruy. Then where would I get my cows? 

Mr. Rerep. I do not know, sir. ; 

Mr. Jounson, If I understand the explanation made the other 
day, you would increase your cows up to 30 cows, as the chairman 
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suggested, but that extra milk you would have to sell at surplus price 
for a year or more, and then your quota would be raised. I believe 
that was in the explanation. 

Mr. Reep. That is for the new producer, I believe, Mr. Johnson, 
and there is no specific rule. The Board may make such determina- 
tions as it wishes in respect to the establishment of quotas 

Mr. Jonnson. That just applies to new producers; that is the way 
you understand it / 

Mr. Reep. That is the way I understand it. 

Mr. Jounson. Is that correct, Pat? 

Mr. Hearty. Well, no. An old producer, an established pro- 
ducer, who wanted to increase his herd, could certainly do the same 
thing. He would have the choice, under the bill, of marketing his 
quota without extra quota assessments being made against him—or 
marketing over his quota to build his base and pay him the extra sur- 
plus assessment. 

Mr. Jonnson. That is what I thought. 

Mr. Anerneruy. Supppose I make a decision today that I am going 
to get into the dairy business, and I want to start out with about 20 
head. How do I get in? 

Mr. Hearty. Well, in the bill there is authority for the Board to 
do the following. The bill does not say the Board must do the fol- 
lowing, but there is authority for the Board to allow new producers 
to start producing this year and be given, say, 75 percent of their 
production as a base. And then the next year. 

Mr. Anernetuy. Well now, if they determine the national quota, 
and have already divided it up, that is added to the national quota? 

Mr. Heaty. Yes, sir 

Mr. Apernernuy. Or is it? And, if it is, then the national quota 
then gets out of balance. 

Mr. Hearty. The other day when we testified we explained th: u there 
is need for in excess of 2 billion pounds additional milk each year 
for the increase in our population. 

Mr. AserneTHy. Whom are you going to give that to? Are you 
going to give it tothe old producers or the new producers ? 

Mr. Hrary. Well it would depend there on the Board. 

Mr. Apernetuy. On what the Board said 

Mr. Heary. They can divide that between the old producers and 
new producers and, if they had applications for new producers for 
bases, that is who would get it. 

Mr. Anernetuy. Of course, the Board is not going to be able to 
hear all those things. Suppose a group of farmers down here in 
Virginia had applied, new farmers had made application to get into 
the dairy business, and another group out in North Dakota made 
application, and so on, around the country, who is going to decide 
how much and what part of the additional quotas is going to go to 
each area ? 

Mr. Hearty. Well the Board could allocate the additional quota 
to the 15 dairy districts, or, within those districts, to the States. 
That is a possibility. 

Mr. Jounson. You may get into a California situation like we have 
in cotton. 

Mr. Asernetuy. That is right. 
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Mr. Herary. Well, the district will be divided on the basis of volume 
of milk, which would be one of the considerations in dividing the 
districts. 

Mr. Asernetuy. Do you anticipate we will not have any special 
legislation to transfer a quota which has been established historically 
in one area over to another area such as we had here in 1953 and 1954 
in cotton ¢ 

Mr. Hearty. Well, I would think that, probably, one way that this 
bill would be improved is to write into it provision for the realloca 
tion of bases which are lost or turned in, where farmers go out of 
business, for the allocation of them within the district within the 
State where they originated. 

Mr. Apernetity. | wonder if you gentlemen who participated in 
drafting this legislation would give us a draft of something that 
would do that? 

Mr. Heany. Yes, sir. 

Mr. Jonnson. Right at that point, in going over this legislation, 
would it not be better if your districts were set up entirely on the 
amount of milk produced, instead of just having that as one of the 
factors? Then you would have a division, right at the start, accord- 
ing to production at the present time. 

Mr. Anerneruy. You would have a division by district, and then 
the next quarrel would be a division by States, and the next would be 
a division by counties, and then the next one, I would be quarreling 
with my neighbor about what he had, and he would be quarreling with 
me about what I had. 

Mr. Jounson. I do not want to go any further than counties. 

Mr. Anerneriy. I know, but, eventually, you are going to have to 
go further than counties, because the quota has to get down to the 
farm. 

Mr. Jonunson. I mean, as far as your districts being set up accord- 
ing to milk produced, nor of having that one of the factors being 
considered—I mean, if a certain area produced so many thousand 
pounds of milk a year, t is the total milk production in the United 
States and divide it by 15, and any area that could work out that 
would fit that production, and that would be the way the district 
should be divided. What do you think of that? 

Mr. Hrary. It is another way to do it. But we think giving con- 
sideration to geography, as we have done in the bill, adds to it, also, 
Mr. Johnson. 

Mr. Apernetiy. May I ask you this question, which I asked Mr. 
Zimmerman: What are you going to tell these people ne ‘vy are going 
to get, 90 percent of par ity, 100 percent, or 80 percent, « » 120 percent ? 
That is the first question they are going to ask: “What are we going to 
get out of this?” 

Mr. Heary. The first year, of course, is prescribed in the law. 

Mr. Aperneruy. Well, someone said 90. The bill says 90, and Mr. 
Newsom says 80. 

Mr. Heary. In the first place, I think maybe we ought to say why 
that 90 was put in there. 

Mr. Anernetuy. That has been put in the record, as I understand. 

Mr. Herary. And we would think that, perhaps, 80 percent is rea- 
sonable, also. 
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Mr. Jounson. Would you agree to the Grange’s position? I mean, 
have you come down on the percent of parity you want as they level 
to 80 percent ¢ 

Mr. Heaty. We have already agreed with the Secretary of Agri- 
culture on that point. 

Mr. Jounson. What? 

Mr. Heary. I say we met with the Secretary of Agriculture the 
same time the Grange did, and agreed with them at that time, and we 
do now— 

Mr. Jounson. You did not have it in your statement, though ‘ 

Mr. Heary. No, sir, bec ause it was in the bill as it is. 

Mr. JoHnson. Well then, is it yours and the Grange’s position that 
at the present time you are asking for 80 percent for the first year—is 
that 80 percent under your formul: 1, or is the 80 percent under the See- 
retary’s formula ? 

Mr. Heary. Yes, sir. 

Mr. Jonnson. Which gives the farmer about $3.50 per hundred 
pounds of milk. 

Mr. Heary. $3.50, something like that. 

Mr. Jounson. Which the tax is taken from ? 

Mr. Heatry. Yes, sir. 

Mr. Jounson. How far are we away from the freeze levy situation 
we had here a while back ? 

Mr. Hearty. Oh, 26 cents. 

Mr. Jounson. No, I mean the freeze / 

Mr. Heaty. The freeze legislation—we are not far away from it. 

Mr. Jounson. Well, it will be the same figure will it not? 

Mr. Hearty. About the same. 

Mr. Jounson. The same figure we had ? 

Mr. Heary. Yes, sir. 

Mr. Jounson. You would be satisfied with that ? 

Mr. Heary. Right now, yes sir. 

Mr. Reep. Mr. Chairman, may I proceed / 

Mr. Anernetuy. Yes. I am sorry. 

Mr. Reep. I do think that discussions of this are all very well and 
to the good, but I have a limited time—— 

Mr. Asernetuy. That is all right. 

Mr. Reep. To give some inform: ition, and I do not want to appear 
to be rushing anyone, but we take our turns and speak our piece. 

In connection with this matter of quotas, there are two provi- 
sions—— 

Mr. Jounson. What page are you on? 

Mr. Reep. I am going to look at the bill now, Mr. Johnson, on page 
33. There are two provisions in it that to us are subject to very great 
question, which are not spelled out in the bill, and from what I hi ave 
heard in respect to testimony, have not been answered by the testi- 
mony. 

These quotas may be adjusted because of hardship, and anyone who 
has had experience with working the base 1 ‘ating scheme on a fluid 
milk market knows that hardships arise from many causes. It is 
possible that such term might apply to a small produe er who would 
have a few cows, and who would have a very hard time of adjusting 
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his production downward. About the only thing he could do, probably, 
in many instances, would be just to keep the milk at home. There are 
many small producers, I belive the figure on the number of producers 
who sell milk and butterfat, who have 4 cows or less on their farms, 
runs in the neighborhood of over 700,000. And I would like per- 
mission, if I may have it, Mr. Chairman, to put the exact figure in as 
soon as I go back to my office. 

Mr. Apernetuy. Yes. 

Mr. JoHnson. What is the figure for total producers for the United 
States 

Mr. Reep. I want to put that figure in, too. I think it runs very 
close to 2 million, Mr. Johnson, of which at least I believe 750,000 are 
producers with 4 cows and less. 

Mr. Jounson. Two hundred million ? 

Mr. Reep. Two million producers who sell some milk and cream from 
their farms. 

Mr. Jonnson. And 700,000 that have 4 cows or less ? 

Mr. Reep. Seven hundred to seven hundred and fifty thousand, but 
I do— 

Mr. JoHnson. You wish to correct those figures? 

Mr. Reep. Yes, sir. We would be very glad to. 

(The data referred to above is as follows:) 





TABLE I.—Number of farms and number of milk cows per farm, classified by size 
of herd, 1954 


| | | 
Size of herd Number | Number Size of herd Number | Number 





| of farms of cows of farms | of cows 
DOE cent wecddeseuan ..| 447, 842 447, 842 20 to 29 cows ; 149,179 | 3, 472, 956 
2 cows... et ecintewae we | 312,948 | 625, 896 30 to 49 cows_. ‘ 70, 690 | 2, 532, 255 
3 cows..-- ihenteaedares 175, 354 526, 072 50 to 99 cows 18,714 | 1, 183, 273 
I hn x niebleting: a | 139, 267 | 557, 068 100 or more cows 5, 549 810, 849 
5 to 9 cows_....-..- 438, 497 | 2,949, 952 No milk cows__- 789, 536 as 
10 to 14 cows.-....----- ------| 257, 533 | 3,018, 713 . 
15 to 19 cows....---.---- ---| 152, 741 |42, 546, 217 || United States total_ 2, 957, 850 |18, 671, 093 


Source: Compiled by the U. 8, Department of Agriculture from reports of the Bureau of the Census, 


TABLE II.—Sales of whole milk and butterfat in cream from farms in the United 
States, classified by size of herd, 1950 


| 





Whole milk | Butterfat in 
Size of herd | sold, pounds | Percent cream, Percent 
pounds 

1 cow - twddtodmnbesens Cabtenien 442, 439, 478 0.6 13, 811, 190 2.4 
2 cows . — ni aap - ee 591, 047, 699 S 28, 441, S01 4.9 
Ste 4 COWS.........--. - eaeuine 1, 850, 097, 114 2.7 77, 146, 420 13.2 
5 to 9 Cows. __-- 7 ake 9, 182, 321, 620 13.2 212, 161, 242 36. 2 
10 to 14 cows_ _- . : 12, 260, 415, 946 17.6 135, 940, 439 23.2 
15 to 19 cows- --- -_ aakiace ..| 11, 458, 448, 904 16.5 60, 472, 387 10.3 
20 to 29 cows -_-_- ; 14, 229, 022, 777 20.4 33, 783, 052 5.8 
30 to 49 cows. .........-.. wae si - 9, 530, 074, O89 13.7 8, 511, 232 1.4 
50 and over cows. - _— aah | 9, 126, 584,013 13. 1 4, 606, 856 8 
No milk cows__- tar 928, 938, 750 1.3 10, 851, 524 1.8 
United States total... ° 69, 599, 390, 390 100.0 585, 726, 143 100.0 


Source: Compiled by the U. 8. Department of Agriculture from reports of the Bureau of the Census. 
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Mr. Quiz. So what do you recall is the number of cows, dairy cows ? 

Mr. Reep, You mean total on the farms in the United States? It 
is around 20 million. The number of milk cows on farms in 1956 was 
about 21 million, and it is somewhere near there right at the present 
time. Of course, you have the one-cow farms Mr. Quie. On each 
farm there will be a cow, two cows, and so on up. I can give those 
figures to you. 

Mr. Jounson. You think the four-cow fellows should be out of 
the act? 

Mr. Reep. Mr. Johnson, [ am —_ iin they would not propose that 
they should be put under, because I do not know how you could ad- 
minister it without having more people out chasing around on this 
than you can visualize, Particul: arly, because these quotas must be 
fixed up on a seasonal basis, monthly basis, because we have a with- 
holding tax, so to speak, involved, and a person who is making tax 
returns must know how much of that milk he buys each month is 
going to be taxed at the quota rate and how much is going to be taxed 
as excess quota. 

Mr. Jounson. Aren’t most of the four-cow fellows the fellows 
who bring in cream once a week, or every 2 weeks, to a cream station ? 

Mr. Reep. I do not know. There are quite a few of them, no doubt, 
that sell to cream stations. There are quite a few of them, no doubt, 
who sell some milk. Whether that is a distributor-producer opera- 
tion I have no way of knowing. 

sut aside from the small produc er, and I just do not know how it 
could work with respect to him, or be administered appropriately, we 
have a provision which permits the Board to make adjustments in 
bases for deficit production areas. And that is not defined. I do 
not know whether it refers to fluid milk markets or whether it re ia s to 
a different concept of deficit that one might have which would be that 
the production of milk within a given area was not sufficient to me ¥ the 
full requirements of the population in that area for all milk and dairy 
products. The Board could have any kind of a definition it really 
wanted. 

But if we limit it to milk markets, it is again impossible to state 
definitively what markets would be exempted because they would be 
eliminated from quota provision, because they vary all over the map. 

On page 354 of the statistical bulletin No. 218, published by the 
Agriculture Marketing Service, United States Department of Agri- 
culture, table 315 shows the quantities of milk in class 1—these are 
Federal order markets—expressed as percentages of the total de- 
liveries of milk from producers operating under those orders. And 
I would like to take a little time, Mr. Chairman, to run through those 
figures and show you the variation from market to market. 

In the New England area there are five orders: Boston, Mass.; Mer- 
rimac Valley; Springfield, Mass.; Worcester, and Fall River. In 
Boston, Mass., class 1 sales in 1956—the latest figure I have on this— 
amounted to 55 percent of total deliveries of producers operating 
under those orders. I would certainly assume that would not be 
considered a deficit area. 

In Merrimac Valley, Mass., 76 percent of the milk was used + 
class 1. Whether that would be a deficit area or not I do not cain 

In Fall River, Mass., 9614 percent of the milk delivered by pro- 
ducers to that market was clase 1 milk. 
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Now quite obviously in the situation there when Fall River, or any 
other of the markets which have higher class 1 utilization than Boston, 
need milk for ice cream and such matters, they draw on the Boston 
pool. But how are you going to determine where that lies? Is the 
Fall River producer, wher re 9614 percent of his milk went into class 1 
milk at the class 1 price, going to have his market taken away from 
him by this quota? He does not have enough milk to satisfy that 
market. 

Let’s go to the Middle Atlantic States. New York City—Mr. 
Benham, Dairymen’s League, testified here the other morning—New 
York State, that is, under the New York order, showed in 1956 48 
percent of the total milk regulated under that order was utilized in 
class 1. Now quite obviously, I would think in any event New York 
would be regulated under quotas. Those producers would have to 
take a cut in production. 

Right next door in Philadelphia, 75 percent of the milk was used 
as class 1. And the question again arises, would they or would they 
not be subject to quotas. Because 75 percent would be pretty close 
to about as low as they could get without having to pull in milk from 
the New York plants. 

Now here are markets that interlock, that overlap—— 

Mr. Anernetuy. 1 thought if quotas were imposed, they would 
have to be imposed on everyone in the United States ? 

Mr. Rerep. But the bill does not say that. The bill gives the Board, 
Mr. Chairman, authority to adjust the quotas because of deficit pro- 
duction areas, and is utterly silent on what constitutes a deficit 
production area 

I am only try ing to raise questions here to show that that is a fac- 
tor of very vast importance, that the standards should be described. 
We could find very readily that in New York producers would be 
subject to quotas, and that Philadelphia producers would not be sub- 
ject to quotas. 

Mr. Apernetiy. Well, now, I do not like to use another State 
we know that Wisconsin is a very heavy producing area. 

Mr. Reep. Very. 

Mr. Apernetny. It is noted for its production of milk. Would it 
be under quotas / 

Mr. Reep. I certainly would think so. 

Mr. Jounson. Would every part of it be under quotas ? 

Mr. Reep. I think every bit of it except—— 

Mr. Apernetiy. Let’s be realistic now. If every one of Wiscon- 
sin’s farmers go under quotas and farmers in other sections of the 
country are not under quotas—off the record. 

(Discussion off the record. ) 

Mr. Anernetuy. Well, now, we know they are going to be under 
quotas, there is no way to avoid that with the very high production 
of milk they have up there. It is tremendous. It is the principle 
industry of the State. They are bound to be under quotas. 

Mr. Reep. That is right. 

Mr. Anernetiy. And you are telling me now—and this is new to 
me—there are sections of the United States which will not be under 
quotas. 
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Mr. Reep. Under this bill there are many sections of the United 
States, under the powers granted the Board, that could be excluded 
from quotas. 

Mr. Jounson. How about Mississippi ? 

Mr. Aperneruy. W ould Mississipp1 be under quotas 

They tell me we are a deficiency producing area. What would be 
a deficiency soniioian area? How would it be determined ? 

Mr. Reep. I just do not know. 

Mr. Anerneruy. Of course, we export milk to Birmingham and 
Memphis from my own section. 

Mr. Reep. The trouble is, Mr. Chairman, I have no way to get at 
that figure, on what I would consider an adequate statistical basis. 

Mr. Jounson. You would think the deficiency areas would have to 
be defined in this bill better than they are? 

Mr. Reep. Certainly. 

Mr. Jounson. How would you define them ? 

Mr. Reep. I do not know how to define them. 

Mr. Apernetuy. I wonder if you would bring us some language 
on that, gentlemen ¢ 

Mr. Heary. Mr. Chairman, this thing has been under constant 
study since this bill was drafted. We have reached the conclusion 
there is no such thing as a deficiency area, and we would be perfectly 
willing that that be stricken. 

Mr. AserNeruy. Take it out, and that would put everyone under 
quota ? 

Mr. Hearty. Everyone. This thing is all milk must be controlled. 

Mr. AserNnetuy. That settles the issue. 

Mr. Reep. Does that answer the small producer problem, too, they 
would also be included ¢ 

Mr. Azernetuy. I do not know. 

Mr. Hearty. We think that every pound of milk that is produced 
in this country has its effect on every other pound, and therefore 
every pound of milk has to come under the complete provisions of this 
act. 

Mr. Asernetuy. On the other hand, if there are deficiency pro- 
ducing areas, do you think it is fair to say—now here is an area that 
has a market, they have no problem, they have their production in 
line with the demand of the area. Is it fair to bring them under a 
quota system 4 

Mr. Reep. Were you asking a question of me, Mr. Chairman? I 
will be happy to state what in my opinion would be the answer for 
those producers. 

Mr. AserNetuy. I just wonder what they would do or say. Of 
course, I know what they would say, and probably do, too. 

Mr. Jounson. If you were able to go through and find those other 
areas in that chart, though, that are  defici iency areas, you probably 
could answer my question as far as Mississippi. 

Mr. Reep. I certainly could. 

Mr. Jounson. Would there be any cities in Mississippi that would 
be surplus areas or deficiency areas? 

Mr. Reep. Let me see. This print is very fine, gentlemen. 

Mr. Asernetuy. Is it listed by cities? 

Mr. Reep. Yes, sir. 
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Mr. Jonnson. Jackson, Miss. ? 

Mr. Reep. I believe you have an order there. I am not sure. 

Mr. Asernetuy. There is an order down there; yes. 

Mr. Reep. Here is central Mississippi 

Mr. Apernetuy. That is it. 

Mr. Reep. That in 1956 had 73 percent of its use in class 1. What 
it had at the low point of the year I do not know. I imagine it was 
quite a bit higher than that. 

Mr. Jounson. I would not call that a deficiency, would you? 

Mr. Reep. I would have to know about the seasonal variations in 
production, Mr, Johnson. Probably it is not, but I would have to 
look at the production in the low months in order to be sure that in 
the low month it had enough milk to meet its fluid milk requirements. 

Mr. Jounson. What is the city of Memphis? 

Mr. Reep. The city of Memphis, Tenn., has an 86-percent average 
for the year, total for the year. 

Mr. AnrrNerny. What about Birmingham ? 

Mr. Reep. I do not believe there is an order in Birmingham. 

Mr. Asernetuy. I do not think there is. 

Mr. Jounson. How about Milwaukee, Wis., or Madison, Wis. ? 

Mr. Reep. That would be in northwest central, wouldn’t it—Mil- 
waukee, Wis., showed 79 percent. Now Milwaukee, Wis., is sur- 
rounded by a sea of milk, as we all know, and I would guess that 
even with that figure it would have to come under a quota. 

Mr. Jounson. Seventy-nine percent of the milk in the Milwaukee 
area is now going intoclass I milk ? 

Mr. Reep. That was in 1956, the total for the year. 

Mr. Jounson. We have a gentleman sitting back in the room who 
is sending milk into the Milwaukee area. Would you care to make 
any statement on that, sir? And please identify yourself for the 
record. 





STATEMENT OF GEORGE PUSCH, OF DAIRYLAND COOPERATIVE 
ASSOCIATION 


Mr. Puscu. George Pusch, from Dairyland Cooperative Associa- 
tion at Juneau, Wis. 

In our case, we do not ship the total amount of the milk into the 
Milwaukee area. We ship it to our processing plants that process 
the surplus. 

Mr. Jonunson. What percent of your milk now is going into the 
Milwaukee area ? 

What percent of the milk ¢ 

Mr. Puscu. I am just trying to think. 

Mr. Anernetuy. Well, roughly ? 

Mr. Puscu. Oh, I would say about 80 percent. 

Mr. Jounson. 80 percent. 

Mr. Puscn. Yes. 

Mr. Jounson. He is pretty close to the figure. You have 79 per- 
cent. 

Mr. Reep. Yes, that was average, total for the year. 

Mr. Puscu. I misunderstood the question. The question is the 
total amount ? 
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Mr. Jounson. Of the milk that you take in. . 

Mr. Puscu. Oh, no; that would be around 50 percent. 

Mr. Qutr. Mr. Chairman ? 

Mr. Anernetuy. Mr. Quie. 

Mr. Quire. I understand from figures from the University of Min- 
nesota that the fall of 1956 was the first time that Minnesota was 
able to supply all of her grade A needs herself, even though it is a 
big producing area, and prior to that we had to go to Wisconsin 
for milk in the fall of the year. 

Mr. Anerneruy. You would not be on quotas ? 

Mr. Quire. I was wondering if we would get the quotas. 

Mr. Reep. I think, Mr. Quie, I would like to— 

Mr. Asernetiy. Will the gentleman stand bac ‘+k there again, the 
gentleman from Wisconsin? What was your name, sir? 

Mr. Puscu. George Pusch. 

Mr. Apernetuy. Mr. Pusch, you area dairy farmer? 

Mr. Puscn. Yes, I am. 

Mr. Apernetuy. Would you desire to submit your dairy opera- 
tion to a quota system / 

Mr. Puscn. Yes, I think so. 

Mr. Anernetuy. You would ? 

Mr. Puscn. Yes, sir. 

Mr. Anernetuy. In return for what ? 

Mr. Puscu. Well, we believe that the dairy farmer must get some 
help from somewhere. 

Mr. Apernetuy. Let us say for 90 percent of parity 4 

Mr. Puscu. Certainly, if we could get 90 percent. 

Mr. Anerneruy. You would submit to a quota system 

Mr. Puscn. Yes. 

Mr. Apernetuy. Well, you now have—Mr. Reed, excuse me a 
minute ¢ 

Mr. Reep. Surely. 

Mr. Asernetuy. Even with the support price of 75 percent, you 
are now getting within 831 percent of 90 percent of parity. Now 
you have a free farming operation, you can take as many milk pails to 
the milkshed as you want to, market as much as the cows will pro- 
duce, and so forth. Do you feel for that little difference it would be 
worth it to bring your farming operation under a contro] system? 

Mr. Puscn. Yes, I do. 

Mr. Anernetuy. You do. All right, I just wanted to know how 
you felt about it. 

Mr. Reep. I would like to make one further statement about these 
figures which I have indicated before proceeding, and that. is this: 
That the determination of what areas would be excluded or in- 
cluded under the quota system has been testified to; that no one 
would be excluded. So I will not go any further except to say this: 
That if any exclusions were to be made, it would be inordinately 
difficult to get the data together because it does not exist as a census 
for the country as a whole. 

Now, during the second year of this program, with the short fall 
we have—— 

Mr. Avernetuy. Off the record. 

( Discussion off the record.) 
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Mr. Reep. As we analyze the quota system and this program, it is 
impossible to tell what the tax rates would be on the above-quota 
milk and the like of that, but we can be sure that with this short fall 
that I have indicated we would have, the total value of the excess 
milk could be taxed out of existence, and in order to even pay the 
short fall coming the first year significant taxes would have to be put 
on milk within the quota. This bill, shorn of all of its window 
dressing, is nothing in the world but a bill designed to tax the pro- 
duction of surplus milk out of existence. No matter who does it or 
how it is done, that is what it does. That is the sole purpose, the 
sole mechanism of doing it. 

I might close by saying we do not believe that the Congress—— 

Mr. Jonnson. I missed that last statement you made. What did 
you say, when the bill is 

Mr. Rrep. When the bill is shorn of all of the various and sundry 
provisions and window dressing, and you get down to the core of it, 
surpluses are to be controlled by taxation “and that is the end of it. 
That is what the bill does. 

Mr. Jounson. I think you know this committee is trying—at least 
some of us on the committee are trying—hard to try to work out a 
dairy program. Have you any suggestions? You have found fault 
with this bill, which you have a right to do—that is the purpose of 
the committee here, to try to find the good and bad points of legisla- 
tion—but have you any suggestions for -the committee ? 

Mr. Reep. In the first place, before we abandon our current price- 
support program, I think we should be sure what we have in its place 
is an improvement, and this is not so. Under the current price- 


support program we do not think that the prices to produc ers have 
been—to manufacturing producers have been—kept at a high enough 
level. They keep our prices low. I believe a great deal of the dairy 
producer unrest would have been eliminated if the price had not been 
reduced this year. However, I do not believe that price was adequate 
to good standards of living for most of them. But, nevertheless, I do 
not believe there would have been so much discontnent as there is 


now. 

I think, furthermore, that we in the dairy industry should review 
other methods by which income to producers may be increased. 

Mr. Jounson. Would you be in favor of the production payment 
to the producers—— 

Mr. Reep. I do not know. 

Mr. Jounson. On a quota basis if they kept within their quota? 

Mr. Reep. I do not know. That is something on which I could not 
speak because our organization has not considered the payment of 
production payments on a quota—— 

Mr. Jonnson. Would you personally prefer that method to this 
method ? 

Mr. Reep. I do not know that—well, sir. I would prefer almost 
anything to this one. Because I think this bill is wholly wrong. 

Mr. Quir. May I ask one question ? 

Mr. Reep. I would say I have no authority, and I am not saying 
that I would agree that even a production-payment system is the 
proper thing, and I cannot say that I would agree that the pro- 
duction-payment system should be instituted at this time. What I 
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would want to do, and most assuredly what I expect to do, is to 
subject production payment and quota proposals that I can think 
up, Mr. Johnson, during the next few months to the same type of 
analysis that this proposal has been subjected to. 

Mr. Jounson. But we do not have that long to wait. The Sec- 
retary has a plan down there, but he has not brought it up to us. 

Mr. Reep. Well, I would think the best thing 

Mr. Asernetuy. Off the record. 

(Discussion off the record.) 

Mr. Reep. Mr. Chairman, may I make a recommendation, please ¢ 

Mr. Apernetuy. Mr. Quie had a question he wanted to ask and 
we interrupted him. 

Mr. Quire. The question I want to ask is this, that if the price of 
milk is supported by whatever means is desired at a price higher than 
the market price would ever reach during the year, quotas will have 
to be invoked ¢ 

Mr. Reep. Under this bill, sir? 

Mr. Quire. No, on any means. Anytime that the price is artificially 
set, either by production payments or support price, as we have now, 
at a point that is higher than the market price will ever reach during 
the year, quotas will have to go into effect / 

Mr. Reep. No, they do not have to under the current program. 

Mr. Quire. No, but we are building up a surplus and something is 
going to have to be ioe some time, we will have to give it away 
overseas or something like that. 

Mr. Reep. Well, I would say it would not be necessary. 

If your goal is to cut back production until you no longer buy the 
surplus for relief distribution and things like that, then obviously 
some quota and some means to prevent producers from selling in 
excess of quotas would have to be devised. But I think that produc ers, 
and particularly the producers in Wisconsin and Minnesota, would 
be vastly worse off under a quota system than they are at the present 
time. 

Mr. Quire. And if you should not agree that we should have quotas, 
then you would have to feel that the other taxpayers of the country 
owe us a certain amount of money other than what we are able to 
receive in the market place ? 

Mr. Reep. Well, I would not say that the taxpayers necessarily owe 
us anything, Mr. Quie, but I would say that in connection with the 
conduct of the program of this Government, both foreign and domes- 
tic, we do have an outlet for considerable milk right now. 

Mr. Quire. You mean you can develop markets overseas, then ? 

Mr. Reep. No; I mean right now a lot of our commodity, the sur- 
plus that we purchase, is being distributed through charitable institu- 
tions, relief channels, special school milk, and increase in consumption 
by the Army, and under the foreign disposition program and Public 
Law 480. 

Mr. Quie. You think that can be continued sufficiently far enough 
that we could take care of any surplus we might accumulate ? 

Mr. Reep. It would depend on how much surplus you get. Cer- 

tainly, so far as we have been able to take care of it with that. 

Mr. Quire. But you do not agree what we have done so far is a suffi- 
cient price? 
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Mr. Reep. No; I do not. And a part of that has to come back to 
the dairy industry. 

One of the most appalling problems that we face is why are we not 
getting more of the market, why aren’t we able to continue to develop 
our per capita use of this product. And it is really bad. 

Now in the long run you only have a few answers. Either we in 
the dairy industry get people to drink more milk and eat more dairy 
products, or else some of us go out of business, or else the Government 
takes the excess which we produce and distributes it to the people who 
are not able to buy, and for other purposes. 

I would like to say I do not believe that the Congress has the consti- 
tutional right to delegate its taxing power. 

Mr. Jounson. It has been suggested to me by people interested in 
the legislation that they might be even willing to go to such a point, 
to get this legislation, to forget about the Farm Board and put the 
thing in the Department of Agriculture, let the men up there that 
have been running the commodity program so far, continue. Do you 
think the program could be worked out that way / 

Mr. Reep. Now let me see, the proponents are stating they would 
go along with this to be administered in the Department of 
Agriculture? 

Mr. Jounson. Some proponent made that suggestion. I would not 
say it is official. 

Mr. Reep. That might cure some of the things that, in my opin- 
ion, are administrative defects of the bill. It would not cure the 
economic aspects of it. This bill won’t work from the point of view 
of the economics—at least that is my judgment. 

I have in my own mind a serious question as to whether this bill 
is constitutional. Some attorneys I have discussed it with, and in 
whom I have considerable confidence—I would like to recommend 
to you that you ask the Department of Justice to render you a de- 
cision as to whether you may, under our Constitution, delegate the 
taxing power provided in this bill either to a Board or to the See- 
retary of Agriculture. 

Mr. Asernetuy. I appreciate that suggestion. Off the record. 

(Discussion off the record.) 

Mr. Apernetuy. I think that isa good suggestion. 

Mr. Reep. I wish there were some way it could be done. But in 
any event, Mr. Chairman, I want to thank you and the members of 
this subcommittee for the courtesy that you have shown me this 
morning. And I want to commend you, Mr. Chairman, for the man- 
ner in which you have conducted a hearing on a very touchy prob- 
lem and on which there seems to be considerable feeling. 

It is always a pleasure to appear before this committee, with your 
able conduct of it, and the manner in which the members have co- 
operated this morning is appreciated. 

Mr. Asernetuy. I appreciate that, Mr. Reed. 

Does that conclude your statement ? 

Mr. Reep. That does. 

Mr. Asernetuy. Off the record. 

( Discussion off the record. ) 

Mr. Apernetuy. Do you desire permission to file additional ma- 
terial ? 
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Mr. Reep. Yes, sir. 

Mr. Aperneruy. All right, that permission will be granted. 
With that we will stand adjourned. 

(The additional statements referred to above are as follows:) 


First SUPPLEMENTARY STATEMENT OF OTIE M. REED, WASHINGTON REPRESENTA- 
TIVE, NATIONAL CREAMERIES ASSOCIATION 


Mr. Chairman and gentlemen of the subcommittee, I appreciate the oppor- 
tunity you have given me to extend my remarks in connection with the testimony 
I presented on May 14, 1958, regarding the so-called self-help bills sponsored by 
the National Milk Producers Federation and the National Grange. This state- 
ment will set forth a brief analysis of the changes in the bills recommended by 
Mr. Herschel Newsome of the Grange and concurred in by Mr. P. J. Healy, 
assistant secretary, National Milk Producers Federation. 

Committee members will recall that the record shows that during the testi- 
mony of Mr. Herschel Newsome, master, National Grange, Mr. Newsome stated 
that the proponents of the self-help bills would be willing to see the bills 
amended to provide for 80 percent of parity during the first vear of operation 
instead of 90 percent as provided by H. R. 10048 and similar bills. During ques- 
tioning of Mr. Healy, which took place during the time I was on the witness 
stand, Mr. Healy was asked whether the National Milk Producers Federation 
was agreeable to seeing the bill amended to provide for 80 percent of parity 
rather than 90 percent, and Mr. Healy replied in the affirmative for the National 
Milk Producers Federation. 

Also during the questioning of Mr. Healy, referred to above, in connection 
with exemptions from the quota system now carried in H. R. 10043, Mr. Healy 
stated that they would be satisfied to see the bill amended to provide for no 
exemptions from the quota system. 

The subcommittee should bear in mind that in speaking of percentages of 
parity, the parity figure referred to would be that calculated pursuant to H. R. 
10043, hence is a different and higher parity figure than would be calculated 
pursuant to the parity provisions of the Agricultural Act of 1949 as amended. 

At 80 percent of parity calculated in accordance with the formula requested 
by the National Milk Producers Federation, the support level for manufactur- 
ing milk the first year of operation would be $3.54 per hundredweight and the 
tax on all milk would be 25 cents per hundredweight. A brief summary of an 
economic analysis of this proposal follows: 

1. Consumption of fluid milk and dairy products would be reduced about 
2,500 million pounds of milk in addition to that purchased at the support level 
during 1957 of 5,885 million pounds of milk in the form of butter, cheese, and 
nonfat dry milk products. This would bring total purchases the first year of the 
program to 8,385 million pounds milk equivalent. 

2. Costs of product purchases per hundredweight of milk equivalent including 
the support level to producers of $3.54 per hundredweight, manufacturing margin 
of 84 cents per hundredweight, and freight, storage, repackaging and other 
costs of carrying and disposition of about 38 cents per hundredweight, amount to 
total of $4.76 per hundredweight of milk equivalent purchased. 

To this must be added the cost of about 500 million pounds of nonfat dry milk 
which would have to be purchased in addition to the nonfat dry milk that is 
purchased in the milk equivalent accounted for as butter. This would be a 
total of about $87.5 million. 

3. Total costs of program as above calculated would be $486,626,000, exclud- 
ing military and special school milk subsidy costs, and $591,626,000 if milk 
subsidy costs are included. 

4, Marketings at the 1957 rate of 1,131,900,000 hundredweight of milk would 
yield $283 million in taxes at the tax rate of 25 cents per hundredweight. 

5. The amount by which the program would fail to be self-financing, would be 
$203,626,000. This estimate includes no allowance for subsidization of milk for 
the military or the special school lunch program. If these costs are included at 
$30 million for military and $75 million for special school milk, the total overall 
cost of the program would be $591,626,000, and the loss after taxes would be 
$308,626,000. 

Under this proposed amendment, therefore, returns to producers would be as 
follows: 
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1. A tax rate of 43 cents per hundredweight would be necessary to pay the 
total cost of the program excluding subsidization of miiltary milk and special 
school milk. 

Producer prices would be $3.11 per hundredweight, or only 5 cents per 
hundredweight more than the current support level. It is to be emphasized that 
these figures do not include any costs of administration. 

2. The tax rate per hundredweight of milk marketed, excluding cost of sub- 
cluded in the program, the tax rate would have to be 52 cents per hundred- 
weight and prices received by producers would be $3.02 per hundredweight, 4 
cents per hundredweight less than the price they receive under the current price 
support program. 

As noted, these figures are based on the assumption that the Congress would 
enact a special parity price and special parity treatment for dairy producers. 
It is doubtful that the Congress would do this, and if the Congress did not grant 
this special parity treatment, the parity would be calculated according to the 
parity formula set forth in the Agricultural Act of 1949 as amended. 

Righty percent of parity, calculated under the Agricultural Act of 1949 as 
amended, is $3.26 per hundredweight of manufacturing milk. 

A brief summary of our economic analysis of returns to producers at 80 per- 
cent of parity calculated as under the current program follows: 

1. Total costs, $347,471,000, excluding military milk and special school milk, 
and a total cost of $452,471,000 if these milk subsidization program costs are 
included. 

2. The tax rate per hundredweight of milk marketed, excluding cost of sub- 
sidizing fluid milk consumption, would be 31 cents per hundredweight. The tax 
rate including cost of milk for military and special school milk would be 40 
cents per hundredweight. 

8. Returns to producers with parity calculated as under the current program 
would be as follows: 

(a) Excluding special school milk and military milk subsidization costs, $2.95 
per hundredweight. 

(6) Ineluding costs of subsidizing military milk and special school milk, 
$2.86 per hundredweight. 

The estimates given above allow for no increase in marketings from the 1957 
level other than that needed to meet population growth. It is of course quite 
probable that marketings will increase, inasmuch as they increased in 1957 at 
the $3.25 per hundredweight support level by 1.7 percent over the previous year. 

This phase of my supplementary statement can be summarized as follows: 

1. Using the parity formula sponsored by the National Milk Producers Fed- 
eration, producers would stand to show not more than 5 cents per hundred- 
weight gain over the current program. In return for this small increase in sup- 
port price, they would have to submit to quotas and all of the serious problems 
that establishment of quotas involves, as well as pay administrative costs of 
the quota system, which probably would be very high. By the time administra- 
tive costs were paid, profits for special “stabilization corporations” provided by 
the bill, and the like, there can be little question that producers would actually 
stand to lose considerable money under this proposal. 

2. If the Congress did not agree to give dairy producers special treatment in 
respect to the manner in which parity prices for manufacturing milk are de- 
termined so that the parity formula in effect under the Agricultural Act of 
1949 as amended governed the parity determinations, then at 80 percent of 
parity producers would lose between 11 cents and 20 cents per hundredweight 
of milk marketed under the program. 

3. In further extension of my remarks, I would like to make the following 
comments which emphasize statements made by me during the course of my 
testimony : 

(a) These bills are not self-help bills, as has been adequately proved by the 
testimony not only of myself, but of other witnesses. 

(b) Shorn of all its window dressing and propaganda slogans, this bill is 
nothing more nor less than a bill to control marketings by taxing marketings 
in excess of allotments or quotas out of existence. If the Congress desires that 
this be done, it should do so by stating it as the policy of the Congress and by 
levying a confiscatory tax on any marketings in excess of quotas which are 
established. Such a tax production control program could be operated through 
the Department of Agriculture with the taxes specifically stated by the Con- 
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gress and the same results achieved as the proponents of this bill desire to 
achieve. 

Needless to say, I think this would be a most inappropriate use of the taxing 
power of the Congress, whether it is done by the Congress directly or indirectly 
through delegation of such authority to an independent board not responsive 
to the will of our people. 

(c) In addition to the foregoing, I think it is clear from the testimony that 
this bill, far from being of benefit to the dairy producer and stabilizing his 
market, will in actual fact operate as a great business-getter and market ex- 
pansion program for the oleomargarine industry. 

4. I have heard it stated that Congress should permit a referendum on this 
bill, irrespective of whether the Congress thinks the bill is a worthy document. 
I do not agree. It seems to me that it is the duty of the Congress to propose 
sound legislation, not unsound legislation which hides under the guise of being 
something that it is not, and accomplishing purposes it will not accomplish. 


SECOND SUPPLEMENTARY STATEMENT OF OTIE M. REED, WASHINGTON REPRESENT- 
ATIVE, NATIONAL CREAMERIES ASSOCIATION 


Mr. Chairman and members of the subcommittee, it is with some regret that 
I find it necessary to file this supplementary statement with respect to certain 
matters that transpired during the hearings on the so-called self-help bills spon- 
sored by the National Milk Producers Federation and the National Grange. 

I do not think it appropriate for any representative of any farm, labor, or 
buisness organization to use the public hearing mechanism of the Congress to 
make statements which cast aspersions upon another organization which may be 
opposed to them in any particular proceeding before a committee of the Con- 
gress. Inasmuch as Mr. EB. M. Norton, secretary, National Milk Producers 
Federation, in testimony before the Dairy Subcommittee of the House Com- 
mittee on Agriculture, May 13, 1958, did make such statements regarding the 
National Creameries Association membership and the Wisconsin Creameries 
Association, I find it necessary to make this statement to set the record 
straight. 

The remarks of Mr. Norton were that National Creamieries Association has 
a “conglomerate” membership composed of cooperatives and proprietary dairy 
firms, and strongly implied that the National Creameries Association is domi- 
nated by private rather than cooperative corporations. In making his state- 
ment, Mr. Norton read from the active membership list of Wisconsin Creameries 
Association, pointing out the number of noncooperative members of the Wiscon- 
sin Creameries Association, made reference to Fairmont Foods and Lakeside 
Butter Co. as being proprietary companies, and pointed out that a number of 
noncooperative business firms are associate members of the Wisconsin Cream- 
eries Association, which in turn he stated is a member of National Creameries 
Association. In respect to the lowa Creameries Association, Mr. Norton stated 
that that association had started divesting itself of proprietary members a year 
and a half ago, and had applied to and been granted membership in the National 
Milk Producers Federation. 

The facts are as follows: 

1. Every State creamery association of which I have any knowledge is com- 
posed of both cooperative and private corporations. All of them of which I 
have any knowledge have associate members. The associate members do not 
have a vote, nor do they have anything to say regarding the business and poli- 
cies of the State associations. Many firms are associate members of State dairy 
associations, both in Wisconsin and other States. These firms are firms engaged 
in or associated with the dairy business in some manner, such as buyers of 
dairy products, sellers of dairy farm and dairy processing plant supplies, dairy 
machinery manufacturers, warehousemen, dairy laboratories, and the like. 
They have associate membership, involving the payment of a token fee, because 
they do business with the dairy firms, cooperative and private, that are mem- 
bers of the State associations. Such associate memberships make it a prac- 
tice to attend annual conventions of State associations, largely because at such 
meetings they can do a lot of business with members of the association, and for 
the maintenance of good relationships with their customers—the cooperative and 
private daily plants. 
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2. The purpose of State creamery associations is to work at the State level 
on programs for the improvement of the dairy industry and the dairy farmer. 
They represent a banding together of most of the local firms, cooperative and 
private, to work on problems of interest in dairying and in dairy processing, and 
to represent the dairy industry in the State as its legislature, statewide dairy 
programs, State programs affiliated with the American Dairy Association and 
the National Dairy Council, and the like. 

3. National Creameries Association has two types of membership—direct, in 
which the individual firm is a member of National Creameries Association di- 
rectly, and State associations, in which the individual dairy firm, through its 
membership in the State dairy association, becomes a member of National 
Creameries Association. 

4. In respect to the Wisconsin Creameries Association, it has been largely 
responsible for many programs for the improvement of dairying in Wisconsin, 
through its work at the State level with the State legislature, other organiza- 
tions, quality control programs, encouragement of American Dairy Associations 
and National Dairy Council programs, and the like. The National Creameries 
Association has nothing whatsoever to do with the work of any State associa- 
tion at the State level. That is work that can be better handled at the local 
level by the people directly involved, rather than being handled by any national 
or regional dairy organization. 

5. Wisconsin Creameries Association is very closely affiliated with National 
Creameries Association. We work together on problems of national scope of 
interest to the Wisconsin dairy farmer and dairy plants, exchange resolutions, 
and the like. 

However, Wisconsin Creameries Association does not hold membership in the 
National Creameries Association as a State association. All our members in 
Wisconsin are direct members of National Creameries Association. They pay 
their dues directly to the National Creameries Association, and the Wisconsin 
Creameries Association has never paid any dues to National Creameries Asso- 
ciation. As stated, our members in Wisconsin pay directly, and are direct mem- 
bers. At last count, there were 46 local cooperative associations and 4 local pri- 
vate business firms, which do not include the 2 proprietary firms mentioned by 
Mr. Norton, in the State of Wisconsin that are members of the National 
Creameries Association. 

Many of the members of the Wisconsin Creameries Association are not mem- 
bers of National Creameries Association, and, conversely, a number of Wisconsin 
associations which are not members of Wisconsin Creameries Association are 
members of National Creameries Association. 

All of our cooperative association members and the four private firms which 
make up our Wisconsin membership are local plants, serving their own relatively 
small communities. We do not have any regional cooperative dairy associations 
in our membership and no private chainstore or chain dairy processing «om- 
panies in our organization. 

6. The inference that National Creameries Association and the Wisconsin 
Creameries Association is dominated by private corporations, such as the two 
specifically named by Mr. Norton as being chainstore and large private corpora- 
tions, is entirely without foundation. I know our cooperative and the few 
private corporation members we have in Wisconsin to be independent, local firms 
which are entirely capable of taking care of themselves and who would never 
be dominated by any of the big chain dairy firms whether these chain dairy firms 
be cooperative or private. 

It is to be noted that at least three of the members of the Wisconsin Cream- 
eries Association are members of the National Milk Producers Federation. These 
are the Consolidated Badger Cooperative at Shawano, Wis., Lake to Lake Dairy 
Cooperative at Manitowoc, Wis., and the Dairyland Cooperative Association 
at Juneau, Wis. I have known of these three cooperatives for a number of 
years. They are to be numbered as among the finest dairy cooperative associa- 
tions in the country. I want the record of this hearing to show that I am sure 
that these fine cooperatives, members and nonmembers of National Creameries 
Association alike, who have made a great contribution to dairying in Wisconsin 
are definitely not under the domination of large private corporations, nor do I 
believe that they would belong to an association so dominated. 

In connection with the remarks about membership of private corporations, 
the subcommittee members who are cognizant of the matter will recall that 
cooperative associations organized under the Capper-Volstead Act are per- 
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mitted to do business with nonmembers to an amount not larger than the amount 
done with members. I am sure that of the dairy cooperatives in this country, 
many of them do quite a bit of business with nonmembers and handle a lot of 
milk from nonmember farmers. This does not make them any less cooperative 
associations. 

7. In respect to the Iowa Creameries Association, about 2 years ago the Na- 
tional Creameries Association, for reasons considered good and sufficient to 
our board of directors but which are not properly a subject for discussion in 
this statement, severed that association from membership in National Cream- 
eries Association. We bear no ill will whatsoever to the Iowa Creameries As- 
sociation as an organization. However, National Creameries Association igs 
now accepting membership of Iowa creameries on a direct basis, and is securing 
a very good response. 

In respect to Mr. Norton’s comment that the Iowa Creameries Association 
started a year and a half ago divesting themselves of all proprietary handlers, 
I have the following comments: 

1. The letter issued by the Iowa Creameries Association to its membership 
explaining the move to become affiliated with the National Milk Producers 
Federation has this statement: 

“(a) Iowa Creameries Association: Dues will be 40 cents per 1,000 pounds 
of butterfat handled during the preceding year. Of this, 30 cents per 1,000 
pounds will be paid to the National Milk Producers Federation and 10 cents 
per 1,000 pounds retained for the State association. Dues received from proprie- 
tary creameries will be retained for State association work.” (Emphasis added.) 

Thus it appears from this statement that Iowa Creameries Association not 
only has not divested itself of proprietary handlers, but has made specific 
provision for including them as members. 

2. In the letter quoted above, the following statement also appears: 

“(f) Membership dues for the State associations will be used for operation 
expense of the State office, travel expense for the executive secrtary within 
the State, meetings, director and committee expenses, etc. 

“The executive secretary will be employed jointly by the National Milk Pro- 
ducers Federation and the State associations.” 

I wish to express my appreciation to the subcommittee for permitting me 
to file this supplementary statement. 


(Whereupon, at 12:40 p. m. the committee was adjourned. ) 
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DAIRY PRODUCTS PRICE-SUPPORT AND SELF-HELP 
POLICIES 


WEDNESDAY, MAY 21, 1958 


Housrt or ReprREsENTATIVES, 
SUBCOMMITTEE ON Datry Propucrs 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met pursuant to recess at 10:10 a. m., in room 
1310, New House Office Building, Hon. Thomas G. Abernethy (chair- 
man of the subcommittee) presiding. 

Present: Representatives Abernethy (presiding), Johnson, Hill, 
Williams, Tewes, and Mr. Quie. 

Also present: Representatives Jennings, Poage, McIntire, Brown, 
and O’Konski; John J. Heimburger, counsel, Mabel C. Downey, 
clerk. 

Mr. Asernetuy. The subcommittee is meeting this morning for 
the purpose of taking further testimony on self-help legislation. 

The witnesses are Arthur Gude, of the National Dairymen’s Asso- 
ciation, and Mr. Leon Steck, of the Eastern Milk Producers Coop- 
erative. 

Is Mr. Steck in the room? Is there anyone here representing the 
Eastern Milk Producers Cooperative ? 

Off the record. 

( Discussion off the record.) 

Mr. Anerneruy. All right, Mr. Gude, you may come forward. 

I would like the record to show that Mr. Leon Steck, of the Eastern 
Milk Producers Cooperative, was to appear this morning, and up 
until now he has not appeared. If he comes in at a later hour, he 
will be heard. 
| Allright, Mr. Gude, you may proceed. 


STATEMENT OF ARTHUR GUDE, PRESIDENT, NATIONAL DAIRY- 
MEN’S ASSOCIATION; ACCOMPANIED BY JOHN GURTNER, 
EXECUTIVE SECRETARY OF THE NATIONAL DAIRYMEN’S 
ASSOCIATION 


Mr. Gupr. My name is Arthur Gude, I am president of the Na- 
tional Dairymen’s Association. I would like to express my apprecia- 
tion for the opportunity of expressing our thinking and the thinking 
expressed in the two bills, 12053 and 12291. 

We would like to read through the statement, to make clear what 
| we are driving at. 


22608—5S8—pt. 2 
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Mr. AserNeriy. How much time will it take to present this state- 
ment? Do you have any idea? 

Mr. Gupe. About 25 minutes. 

Mr. Avernetuy. The pages are not numbered. All right, if you 
can read rather rapidly, and give the members some time 

Mr. Gupe. The first point that we are concerned with here is the 
position of inequity of agriculture in the American economy. 

Mr. Apernetuy. Now, Mr. Gude, I do not want to be misunder- 
stood, nor do I want to be understood as being rude, or indicate we 
are not interested in inequities experienced by our farmers. But 
we know about that and wish to get to your recommendation as to 
what to do about it. 

Do you see my point ¢ ¢ I think we will save some time if you will 
turn to that part of your statement regarding your recommend: ation, 

Mr. Gupe. What we would like to recommend, if you would rather 

I ad libbed through this; it seems to us that there is a fundamental 
misunderstanding of the economy, which is very apparent, not only 
among agric ultur: il economists, but through all our ec sonomists, a mis- 
understanding of what has happened and developed in the American 
economy, the difference in the structure of the American economy as 
it exists today, and the imbalance that is here, as this agricultural 
problem that we seem to have had for a number of years. There has 
not been anything done to balance it. There is no structure in agri- 
culture simil: ar to the structure in the rest of the ec onomy. 

Mr. Aserneruy. Mr. Gude, it could be that I did not understand 
the type of statement that you have. Is there anything in the state- 
ment making specific rec ‘ommendations as to legislation, or testimony 
in support of or opposed to, or amendatory of the pending self-help 
bills, or is there anything in the statement where you specifically make 
recommendations as to particular legislation ¢ 

Mr. Gupe. Well, I do not know how much there is in the state- 
ment. The statement explains why we are asking for the self-help 
legislation as presented in those two bills. 

Mr. Anerneruy. All right, which self-help bill ? 

Mr. Gupr. Well, there are two of them. 

Mr. Asernetuy. Can we get those bills and discuss them? That 
is what we want to know about. 

Mr. Gupe. Yes, we certainly can. 

Mr. Anernetuy. Now we are going to agree with you about the eco- 
nomic status of the dairy industry and American agriculture. You 
are not going to find any disagreements among the members of this 
committee on that. I do not want to leave the impression that we 
are not interested in further discussion of it, we are. Hlowever, we 
are working under pressure for time. We think now that our time 
should be devoted to a bill, or some recommendation, and if you will 
do that we will apprec late it. 

Mr. Jounson. You are supporting the bill introduced by Congress- 
man O’Konski and the one introduced by Congressman Brown—would 
you give us the number of the O’Konski bill ? 
~ Mr. Gupe. The O’Konski bill is 12053, and the Brown bill is 12291. 

Mr. Anernetiry. I would like the reporter to incorporate in the 
record Mr. Gude’s statement in its entirety. 

(The statement referred to follows:) 
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TESTIMONY OF THE NATIONAL DAIRYMEN’S ASSOCIATION 


The first point that we are concerned with here is the position of inequity of 
agriculture in the American economy. We are concerned with finding a way 
within the American economic system the final result of which would be equal 
opportunity for American agricultural capital to produce a profit and American 
agricultural labor, whether self-employed or hired, to produce a labor income 
equivalent to the standards for both capital and labor in the Nation. It is our 
believe, for what it is worth, that we are confronted with a situation that is due 
primarily to a natural evolution and growth of the nonagricultural segment ini- 
tiated and brought about by economic forces and pressures developed by the 
industrial revolution. The structures developed by capital, by labor, and by 
Government to counteract the economic forces produced by the industrial revo- 
lution and to bring balance and stability to the economy represent a funda- 
mental economic evolution and a decisive forward step in the progress of man’s 
eternal struggle with the unknown forces of nature. We believe that the farm 
problem and the unjust income position of agriculture is due primarily to the 
economie forces produced by the technological or industrial revolution on the 
farm. Three-fourths of the increase in farm productivity per man-hour over the 
past 46 years has taken place in the last 16 years. 

The disparity between industrial and agricultural income which has been 
with us for many decades has been further augmented by the failure of agri- 
culture to build structures similar to the nonagricultural segments that would 
enable the agricultural economy to evolve and adjust to the productivity ad- 
vances made possible by the availability of new techniques. 

In short, America has made the adjustments necessary to sustain an indus- 
trial economy as opposed to a handcraft economy in the nonagricultural seg- 
ment, whereas the agricultural economy is still operating under the rules of a 
handcraft agriculture. Our purpose is not merely to seek an adjustment of 
agricultural prices in the same relationship as they existed at some former 
period but to adjust agriculture to full parity of income. The reinative position 
of agricultural income in the United States during the period between World 
War I and World War II was lower than in other developed countries. The 
incentive income ratio for the United States exceeded that of only a few unde- 
veloped countries—Egypt, Mexico, and Thailand. We believe that it is our duty 
to try to raise the level of farm income to a position of relative equality and as 
farmers we are impatient to attain our place in the economic sun. We do not 
believe that our aspirations are entirely those of self-interest for we contend 
that low farm prices besides reducing our purchasing power adversely affect 
that one-third of the Nation which is still counted as rural and is primarily 
dependent upon agriculture for its economic prosperity. A failure to balance 
the incomes of the rural one-third has the ultimate effect cf reducing our 
national purchasing power and thereby periodically the stability of the national 
economy. We do not believe that there is any substitute for raising the stand- 
ard of living of that rural one-third of the Nation other than by an increase in 
agricultural prices. 

It is our opinion that the best available market today for the products of 
American industry is again that rural one-third of the Nation. The position of 
a nonagricultural worker in a rural area is weakened because the basic industry 
in his area is forced by necessity to pay low wages to agricultural workers 
thus depressing the labor market. For example—a laborer who unloads bags 
of grain in a neighboring town receives $1.05 per hour whereas the urban 
eenter in which the grain was milled receives over $2 an hour to load the same 
bags of grain. But when either of them goes to purchase the products of 
American industry they both pay approximately the same price whether the 
purchase is of an automobile, a refrigerator or a toaster. The loss of this market 
for the products of American industry is I think self-evident, for local mer- 
chants in our small towns, no matter how enterprising, are unable to create 
a demand for their products among people who cannot afford to buy them. 

We believe that the best way to clear up what we mean by the evolution of 
the nonagricultural economy is to go back to the classic laissez-faire economy 
of David Ricardo. In the handcraft economy that he deseribed, an economy 
of many small units, many buyers and many sellers, he pointed out that in a 
capitalist economy the basie conflict for profits was between the landowner 
and the employer. His reasoning was based on the proposition that as prices 
for food increased the employer had to increase his minimum wages for the 
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minimum wage under the “iron law of wages” was that amount which would 
enable the worker to buy enough food to maintain life. Therefore, the em. 
ployer had to increase his wages as food prices increased. However, in a free 
market comprised of many small buyers and many small sellers the employer 
was not able to pass his increase in costs on to the consumer because of com- 
petition, therefore, part of his profit went to the landlord. The American 
economy of the mid-20th century has evolved not only in structure but in the 
method of pricing and in increased economic knowledge of its market. The 
core of American industry has an ability to influence its price that was not 
available to the entrepreneur of the early 19th century. There is considerable 
ability on the part of some of our industries to control the law of supply and 
demand of their commodity and thereby influence price. 

The steel industry, for example, does not deny that it has given up price as 
a basis for competition. They have a profit object to maintain and they will 
not compete on price. It is no longer Adam Smith’s “unseen hand” that balances 
supply and demand through price. It is our highly intelligent and knowl- 
edgeable corporate leadership who set the price and produce to the effective 
demand. They cannot influence aggregate demand. This has become a task 
for Government. But they can and do control their supply to fit the effective 
demand at an announced price. American labor with the closed shop, we feel, 
has the same ability in our evolved industrial economy to influence the law 
of supply and demand by supplying at an administered price the amount of 
labor that can be absorbed by the effective demand. They cannot however, as 
labor unions control the aggregate demand. One way to point up this economie 
evolution which has been so successful in the nonagricultural American economy 
is to follow through a price increase during an inflationary cycle. For example, 
labor in the steel industry negotiates for and receives an increase in wages, 
This increase is not, particularly during an inflationary period, absorbed by 
the steel industry. Instead the steel corporations add it to their costs. Then 
by taking the same percentage of increased costs as they formerly did, they 
get a higher dollar profit. Then they announce the new price of steel. There 
is no longer any mystery about this. It is announced in the public press. 

One of the consumers of steel which directly influences farm costs is the 
farm-machinery industry. When the farm-machinery industry receives an 
increase in material costs, they add this increase to their price and pass it 
on to their consumers along with increase in dollar profits. That is where 
the evolved part of the American economy, which has been providing the high- 
est standard of living in the world to our citizens, comes to an abrupt end. 
There is no structure in agriculture which enables agriculture to pass on an 
increase in costs. There is no structure in agriculture which would enable com- 
modities to announce their price and produce to the effective demand. Agri- 
culture has not as yet evolved, with the exception of the farm programs that 
Government has granted to agriculture in an attempt to help us do what we 
have been unable to do for ourselves: The basic conflict for profits still re- 
mains the same—it is still between the landowner and the employer. But 
today the employer has the ability to pass on any increase in costs as long 
as the aggregate demand is great enough so that it enables him to obtain his 
increase. And so, during an inflation cycle, there is a constant pressure of 
prices on wages and wages on prices in the nonagricultural segment of the 
economy. Sut agriculture takes no part in this cycle, and loses its profit to 
industry. Ricardo pointed out that the struggle between labor and the em- 
ployer for the profits of the employer’s business was a secondary struggle. 
When Mr. Reuther and Mr. Curtice are in conflict as to how General Motors’ 
profits should be divided, they are actually contending for part of the $16 bil- 
lion to $24 billion that, in a balanced economy, would have been in the hands 
of American farm people. 

The inability of agriculture to build structures that would enable it to win 
its fair share of profits in our economy of monopolistic wage setting develops 
unbalance in the total economy, which is the basic cause of the lack of con- 
sumption in our rural areas, which, in turn, brings about periodic gluts due to 
insufficient demand in the aggregate. The accumulation by industry of more 
profits than it can use for caiptal expansion leads to an unequal distribution of 
income, which diminishes the aggregate propensity to consume. 

It is the disequilibrium in the ability of nonagricultural capital and agri- 
cutural capital to produce profits, we believe, that is one of and, perhaps, the 
most important cause of the recurrent periods of instability in the national 
economy. This disequilibrium has been maintained by the power of nonagri- 


| 
| 
; 
| 
i 








ut 
ng 
lis 
of 
he 
to 
m- 


rs 
vil- 
ds 


yin 
»ps 
on- 
to 
ore 
of 


rri- 
the 
nal 
zri- 





| 
) 


DAIRY PRODUCTS PRICE SUPPORT 625 


cultural capital to the disadvantage of the agricultural areas and to the dis- 
advantage of the rate of economic growth of the Nation. The lack of benevo- 
lence of nonagricultural capital toward our farm population is further aug- 
mented by the economy rules which the American people, by democratic proc- 
ess, have placed upon themselves. 

The second point which concerns us is the self-imposed rules which have been 
adopted by the American people to compensate for the changes brought about 
by the development of the industrial revolution. In the course of the develop- 
ment of an economy in which the principal drive is toward more technological 
development and more efficiency through the substitution of machinery for hu- 
man labor, there must come a time when this constant substitution results in 
the availability of too much labor or too many people or overpopulation. 

We often hear the expression during a discussion of the farm problem that 
there are too many farmers. I should like to point out that in America, from 
the point of view of the amount of labor necessary to produce to the effective 
demand, there are too many nonframers. Our highly successful technologically 
developed economy has given leisure to the workers in the form of the 40-hour 
week, protection against economic distress in the form of unemployment in- 
surance, the minimum wage, and social security. These means of improving 
the standard of living, increasing the propensity to consume, and bolstering 
the general economy have, with the exception of social security, and that not in 
all cases, not been used to raise the standard of living or consumption of 
our agricultural people. It seems to us that what we are trying to do is to use 
the pricing methods of a handcraft economy to price the products of a highly 
industrialized agriculture. The paradoxical results of this policy are ob- 
servable in the fact that the Department of Agriculture still officially lists the 
wives and children of farmers as unpaid family workers in our Nation, where 
the average hourly income of nonagricultural workers is around $2 an hour. 
This seems to us to be economically unfair, as well as unsound. And when we 
realize that, under employment insurance, some citizens receive as much as $45 
a week for not working, we actually have a situation in which citizen A gets 
paid for not working a 40-hour week, whereas citizen B does not get paid for 
working an unlimited workweek. There is a comic-opera air about this situation 
which does not amuse us, as farmers, and that we believe cannot be justi‘ied 
as a fair economic policy in a modern, developed, wealthy nation such as ours. 

We cannot fairly impose the above-mentioned American economic rules on 
agriculture until such time as we build structures for agriculture which will 
enable agriculture to influence its price. At present, agriculture is a price 
taker in an administered-price economy and cannot raise its price to offset the 
increased costs of American welfare legislation, nor can our rural economy 
become equally prosperous with the urban economy. Nor can rural consumption 
of American goods and services increase the overall productivity and prosperity 
of the American economy. We do not have too many farmers and too many 
farmworkers; we do not have half enough. It is our opinion that to import 
foreign agricultural workers while we have unemployed American workers who, 
for a fair wage and American hours and working conditions, would be just as 
happy, we think, to work on a farm as in a factory is another contributing fac- 
tor to the continued farm problem. 

The third point that we would like to touch upon is the socialization of agri- 
cultural capital, or the theory that a price for farm products that produces 
one-third of parity of income is good enough for agriculture as long as we are 
getting an abundance of food. This is most commonly expressed by spokesmen 
for agriculture by saying the man with a 40 and mule is having it rough, but 
aman farming a section with the latest equipment is doing pretty well. 

A section of grade A land in the Middle West—that land which produces 
most efficiently—is worth around $400 an acre, with good buildings. This repre- 
sents an investment of about a quarter of million dollars. To make the point 
here, I would use an actual farm, which has a large dairy on it, excellent and 
modern equipment, and superior management. This farm has a market value of 
$400,000. In a good weather year and because it has good management, it pro- 
duces an income from $18,000 to $20,000. If the owner manages and, with his 
family, supplies a large percentage of the labor, hiring only 1 steady worker for 
$3,000, and part-time workers for $2,000, he will have an income of $13,000 to 
$15,000. This represents a management-labor income for himself, his wife, and 
three boys. Now, that’s a nice income. He’s doing pretty well. And he will 
continue to do pretty well as long as he is willing to contribute his $400,000 
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capital investment to the American people so that they can have cheap food for 
their families and money left over to pay a handsome profit to those who have 
their money invested in American industry. If this farm had a $300,000 mort- 
gage on it at 5 percent, the owner would have received precisely nothing for his 
management, his labor, or the labor of his wife and 38 children. 

This is the point that T. W. Schultz was making when he said that farmers 
who own their farms outright are not in too bad shape, but those who are heavily 
in debt are having a rough time of it. If we can accept the elimination of 
capital costs and profits for the $156 billion that American farmers have in- 
vested in their farms, then there is no need to raise prices. However, if we are 
to maintain the American system in agriculture, then we must be realistie 
enough to use the structure of the American economic system and realistic 
enough to raise prices of farm commodities high enough to cover production 
costs, pay competitive wages, and make a reasonable profit on every dollar in- 
vested. I should like to quote from the statement of Harlow H. Curtice, presi- 
dent of General Motors before the Senate Subcommittee on Anti-Trust and 
Monopoly. 

“The invitation to testify at this hearing includes reference to Mr. 
Walter Reuther’s proposal last August to the presidents of 3 automobile com- 
panies to the effect that 1958 car prices be reduced at least $100 per unit. I 
think you will agree in the light of the facts that I have given you today (the 
facts referred to are that the costs per unit were up $125). The proposal was 
completely unrealistic.” 

The bill that the National Dairymen’s Association has had introduced 
asks for an end of the unrealistic approach to agriculture of increased 
costs and decreased prices. I do not believe Mr. Curtice or any of our 
industrial leadership accept the Marxist theory that our economy should operate 
on the principal of “from each according to his ability and to each according 
to his needs.” If they do then the farmer mentioned above with an income of 
$13,000 to $15,000 does not need any return for his capital costs or any profit for 
risking capital, but by the same token neither does General Motors nor the rest 
of American industry. They should have equal opportunity to enjoy the fruits 
of socialism along with agriculture. 

We have every reason to believe that American capital enjoys making a profit 
and we should like to enjoy the same. The reason we ask in our bill that Con- 
gress encourage the formation of national commodity associations is because 
of the economic hopelessness and despair that we find to be the most common 
characteristic of dairy farmers in the areas in which we have spoken to them. 
The feeling seems to be as near as we can establish that the odds against 
farmers over getting a fair price in this country are insurmountable. It is 
not only the fact that we are a Small political minority and therefore have 
no chance of getting fair treatment from a Government controlled by the non- 
farm vote but the overbearing power of nonagricultural capital and the fact 
that all the means of communication are controlled by nonagricultural capital. 
The frustration is so great that many excellent farmers feel that all they can 
do is go home, work a little harder, cut their mealtime, and do as they’re told. 
Farmers we find are well aware of what is being done to them. But the retali- 
ation by the opposition is so bitter and damaging to their personal position in 
their community that they find it better to keep quiet. This in our opinion 
is intolerable in a democracy. Whereas if the Congress adopted a policy of 
allowing such commodity groups to price their commodity on a constructed 
cost formula including American hours, American wages, and American capital 
returns, and themselves accept the responsibility for their surpluses through a 
stabilization purchase program in those commodities where this would be feasi- 
ble we believe farmers would be more encouraged to do something to help 
themselves. 

Knowing that Congress was willing to give us the tools to run our own busi 
ness and build structures to adjust our pricing to the industrialized production 
ability of American agriculture, we would, it seems to us, show more initiative 
in getting the job done. Believing as we do in the tenets of our constitutional 
democracy we believe that no minority can be denied any substantial economic 
rights and that no majority is without responsibility to help minorities attain 
those rights. We feel it is the duty of business and labor to support the efforts 
of agriculture to gain economic quality not only for our good but for the benefit 
of the entire economy. If Congress throws us on the free market we believe 
the results will be not corporate farming but integration for if corporate farm- 
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ing developed into oligoplies in each agricultural commodity as it has in the 
corporate structure of the Nation, these oligopolies would be able to get the 
highest price obtainable and would not provide the cheap food that is so neces- 
sary to maintain unduly high profits for nonagricultural capital. Integration 
seems to be developing in those commodities in animal husbandry which are 
left to the free market such as broilers, hogs, eggs, and feeder cattle. Integra- 
tion of broilers growing in my area eliminates any return for capital, makes a 
miserable economic existence for broiler producers but produces a lot of cheap 
broilers. 

It is our opinion that the basic economic fallacy which underlies the thinking 
of much of our present economic theory is that cheap food and fiber at the 
expense of the agricultural community will in the long run benefit the entire 
community. In a highly developed industrial society nothing could be further 
from the truth. Cheap food and fiber means poor agricultural workers and 
poor business in rural towns and poor rural workers and a poor rural America 
means nearly 60 million people who are unable financially to create the aggre- 
gate demand that is so necessary to maintain an expanding capitalist society 
with full employment. David Ricardo pointed out long before Keynes that “The 
friends of humanity cannot but wish that in all countries the laboring classes 
should have a taste for comforts and enjoyments, and that they should be 
stimulated by all legal means in their exertions to procure them. There cannot 
be a better security against a superabundant population. In those countries 
where the laboring classes have the fewest wants and are contented with the 
cheapest food, the people are exposed to greatest vicissitudes and miseries. They 
have no place of refuge from calamity; they cannot seek safety in a lower sta- 
tion; they are already so low that they can fall no lower. On any deficiency of 
the chief article of their subsistence there are few substitutes of which they can 
avail themselves and dearth to them is attended with almost all the evils of 
famine.” 

It is demand that creates production and it is the superior ability to produce 
the needs of mankind that enable a capitalist economy to justify itself. We 
cannot justify capitalism by saying that in some recent weeks Russia produced 
more steel than we did but if we wanted to we could produce twice as much steel 
as Russia. We need the steel in rural areas. I saw three model A Fords which 
had all the appearances of family automobiles parked in the shopping area of 
Corydon, Iowa, a few months ago. Low prices for farm produce don’t create 
demand for new automobiles, jobs in automobile factories, or profits for auto- 
mobile companies. The rural white-collar workers are in the same squeeze. 
You can hire an experienced stenographer in Bellows Falls, Vt., for $40 a week. 
Whereas in metropolitan New York City they receive 2 to 2% times the income 
for the same work, but they must pay the same prices when they buy in America. 
The result is that the urban girl can drive to Vermont on weekends to enjoy the 
rural scenery and the skiing but the rural girl can’t afford very many trips to 
enjoy urban entertainment. This does not promote trade or profits for non- 
agricultural capital. Beer and hot dog incomes slow the entire pace of our 
capitalist economy. 

As a substitute for putting the industrially orientated pricing methods of the 
American economy into agriculture which has become industrialized. Some 
people like the Committee for Economic Development and many others think 
the problem can be solved by moving an American factory using the American 
pricing system into a rural area. If we take a somewhat typical example and 
look at it realistically we will soon see the vicious fallacy in this approach. 
In a rural town which develops a superabundance of population the chamber 
or some other active business group gets a committee together and raises a 
fund to locate a new industry for the town. As entrepreneur in an industrial 
area who is expanding his business is approached; he is informed of the cheap 
supply of labor, and after a survey decides that since he can get the labor for 
a unit employing 2,000 workers at an average of $1.45 an hour as against the 
$2.45 he is paying in the industrial area he decides to open the plant. The 
entrepreneur does not reduce his price because he made the move, particularly 
in an inflationary cycle, he increases his profit by $1 per hour for 2,000 men 
working 2,000 hours a year or by $4 million. So the entrepreneur is happy, 
the committee is happy, the workers made up largely of ex-farm hands and 


part-time farmers are happy, the town is happy, but what happened to the 
$4 million? It was taken out of the hands of labor whose propensity to consume 
often reaches 100 percent of income and put into the hands of nonagricultural 
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capital whose propensity to consume is much less and whose liquidity preference 
can and does become excessive. The net result being that aggregate demand 
is reduced by something under $4 million and the national economy has moved 
a little closer to one of its periodic recessions of market gluts, decreased rate 
of expansion and too many people in our cities; 5 million too many at present. 

The fact that the Committee for Economic Development misses the point and 
puts an industry with the American economic system into the rural area instead 
of putting the American economic system into rural industry, which is agricul- 
ture, is the cause we believe of their fallacious conclusion that there are too 
many human resources in agriculture. Bearing in mind the explosive tech- 
nological revolution through which agriculture has passed in the last 15 years 
without any economic orientation to compensate for the changes brought about 
by production developments we can see very clearly why there appears to be a 
surplus of human resources in agriculture if we put the American agricultural 
economy over into the highly industrialized economy of nonagricultural America. 
First we would have to dissolve labor unions, do away with the minimum wage 
and 40-hour week, and take away the ability of our oligopolies to influence 
price and control the law of supply and demand for their commodity. Under 
the 40-hour week an American workman with a 2-week vacation (14 days off) 
and 6 paid holidays (total 20 days off) and 2 days off in each of the remaining 
50 weeks (total 120 days off) works only 8 months of 8-hour days. Now if we 
put dairy farmers’ hours into the automobile industry they would work 12 
months of 12-hour days at 50 cents an hour and their wives and children would 
be put back into the factory but they would not be paid at all. Several hun- 
dred children would be killed by the machines and many others would be maimed 

each year, but that’s the way it is in American agriculture. Under these cir- 
a inces how long would it take to build up a burdensome surplus of auto- 
mobiles? And when the automobiles were coming out of everyone’s ears one 
might suggest that there were too many human resources in the automobile 
industry. 

Fortunately, the American automobile industry, both capital and labor, has 
with the aid and assistance of a democratic government built a private enter- 
prise structure that has enabled it to intelligently adjust its production to the 
effective demand at a price that covers its costs and allows a profit. Unfor- 
tunately the ability to influence price and control production is not counter- 
balanced by similar structures in agriculture with the inevitable result that 
inflation cannot be stopped nor prices stabilized. There is a common belief 
that increased prices for agriculture would hurt the consumer but this is 
patently untrue, costs would cause the consumer to spend a larger proportion of 
his income for food and fiber but he would buy a larger amount of industrial 
commodities and services at lower prices for nonagricultural capitalists would 
no longer be able to take increased profits from every cost reducing technologi- 
cal advance available to them. They would instead be forced to compete more 
vigorously and on more just and equitable terms with agricultural capital for 
their share of the consumer dollar. 

The disadvantage under which the industrial entrepreneur labors today is 
that he has no incentive to reduce his profits, except that the taking of exces- 
sive profits will in time lead to an insufficiency of aggregate demand and an 
insufficiency of aggregate demand leads to unemployment, a possible break- 
down of the capitalist system and the institution of socialism or State socialism. 
This is a horrible thought to him but it is distant and nebulous and if he does 
not think about it maybe it will go away, whereas, the bundle of excessive 
profits is very near and dear to him so who can blame him for taking the 
profits. Whereas, if the consumer cannot pay the exorbitant prices he is forced 
to trim his profits or lose his business. The incentive to keep his business is 
very strong and real even as it is among agricultural entrepreneurs. 

Mr. Asernetuy. All right, Mr. Gude. 

Mr. Gupe. Well, both of these bills call for something that the 
other self-help plans do not, although they are basically the same 
principle. Our belief is that we need a ch: ange in the method of prie- 
ing milk, we need a change from parity, and both of these bills ask 
for a constructed cost-of-production formula for pricing milk. We 
use the same type of stabilization system for the simple reason that 
we do not feel that even though we had an excellent quota system in 
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dairy farming, we would not be able to produce precisely to the ef- 
fective demand. And as cows cannot be shut off the way factories 

can, we just cannot stop our production when we have enough for the 
effective market, we use a stabilization market to take that excess off 
the market. That is the purpose in that. 

Now we believe in order for this to be done in a manner similar to 
the American economy, the private enterprise economy of America, 
we must build some kind of an organization of dairy farmers to han- 
dle it. Both of these bills call for that. H. R. 12053 asks the Con- 
gress to recognize 

Mr. Jormnson. Is that the bill by O’Konski ? 

Mr. Gupe. Yes. 

Mr. Anernetuy. I wonder if you would suspend a moment? 

Off the record. 

(Discussion off the record. ) 

Mr. Asernetuy. All right, you may proceed. 

Mr. Gupr. Both of these bills ask for the recognition of an organ- 
ization. Mr. Brown’s bill asks the Congress have the Secretary set 
up a convention of dairy farmers, and he puts into detail just how 
they would go about electing members to, first, a regional convention 
in 1 of the 15 areas divided according to production, and then those 
people who are elected by the dairy farmers in the regions would, 
in turn elect from each region 15 men to go to a national convention 
to be held in Chicago. The purpose of that convention would be to 
set up a program for dairy, and an organization organized down onto 
a county level that would be able to carry on the business of the dairy 
industry with less interference from the Department of Agriculture. 
We feel that the—— 

Mr. AnernerHy. Now what do you mean by less interference from 
the Department of Agriculture? Wherein does the Department 
interfere / 

Mr. Gupr. Well in the beginning of this bill Mr. Brown says to 
divest the Secretary of Agriculture of any legislative authority to 
fix prices on milk and dairy products. 

Mr. Averneruy. And put it in whom? 

Mr. Gupr. That is it, there isn’t anything Congress can put it in 
in our particular commodity. There is no group to whom you could 
give any pricing power because no group exists. And what we are 
trying to do is get a group that could handle that power. Of course, 
it also calls for a commission appointed by the President with the 
approy al of the Senate and so forth, similar to the structure of the 
ICC, to protect the public interest so that farmers could not. price 
their produce above their actual costs. 

Mr. Anerneruy. Incidentally, Mr. Brown is here. He jus st came 
in, and I think it would be the desire of the members of the com- 
mittee to extend to him the privilege of the committee and to ask 
such questions as he might desire. 

So, Mr. Brown, without objection you may have that privilege. 

Mr. Brown. Thank you. 

Mr. Anernetuy. Off the record. 

( Discussion off the record. ) 

Mr. Gupr. We feel it is the lack of a structure in the different com- 
modities that makes it so difficult for us to get a price that would 
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in any way reflect our cost—of course, we do not have that ability. 

I do not think there is any longer denial of the fact that the core of 
ioe ‘an industry has some ability to influence its price. Labor — 
has been given some ability to influence its price. What they ca 
actually do is control the law of supply and demand for their soa 
modity. Labor can do the same thing. They do not just take what 
they can get, and the free market does not set the price on steel or 
automobiles, and so forth. We know that there is an ability, because 
of this structure in our industrialized economy to influence their 
price, and agriculture has not any structure through which it can 
influence the law of supply and demand. 

Now, of course, neither labor nor industry can affect aggregate de- 

mand. That is where our weakness in our economy lies, it seems to 
aie is that they cannot affect aggregate demand. Government has 
had to do that for them. Now we think that if you are going to bal- 
ance the economy and get income into the rural areas, you must have 
the same power in agriculture that you have in the other segments of 
the economy. That is the basic principle of any capit: ilistic ec onomy, 
the basic conflict for profit as between agriculture or the landowner 
and the employer. And until that basic conflict is recognized, we will 
not be able to balance our economy or maintain a stable and even 
economy without inflation. 

Before the other segments of the economy had the ability to in- 
fluence their price, competition did play a much more important role 
than it does now. And, as Ricardo pointed out, when there was an 
increase in the price of farm products, the employer had to increase 
his wages, but could not pass that increase on to the consumer be- 
cause of competition. Because he knew nothing of the market, it was 
a market of many small buyers and many small sellers. Now they can 
today, as we all know, pass it on, and do pass it on, and that is what 
causes our inflationary cycle of wages and prices, and up and up it 
goes, and it does not seem to be a recession that has stopped that 
inflationary tendency as yet. 

Now in dealing between labor and industry, which the Congress 
has been doing, and trying to solve the problem of the nonstable econ- 
omy, according to Ricardo or to any of the classical economists, they 
are dealing with a secondary issue. The issue, the fight, in other 
words, between profits of industry and labor is a secondary issue, and 
the solving of that conflict does not balance the economy. And what 
these bills are asking for is the building of a structure in agriculture 
that would have the same influence and the same ability to influence 
their price. I think that is the basis of the thing. What we are trying 
to do is put the American private enterprise sy ystem into agric ulture, 
use the same methods that they do. And we do not feel that you can 
balance the economy until you do that. 

I think there has been too much talk about the consumer. The only 
consumers we have, actually, are people in institutions. All the rest 
of the American people are producers as well as consumers. If they 
cannot produce, they cannot consume. And if we cannot maintain 
demand, aggregate demand in the economy, we cannot have producers 
that are able to buy. And food still remains the fundamental basis 
of any economy, no matter what people say these days. We seem to 
have forgotten the fact that we must eat first. That is the primary 
thing that seems to be overlooked by many of our economists. 
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Mr. Soth, for example, points out that agriculture is not funda- 
mental. He says if farmers were to stop producing, people who 
handle agricultural products would lose their jobs. Now I think that 
is the understatement of all times. If such a fantastic thing could 
happen, the farmers stopped producing, we just simply would not 
have any civilization, we could not support our population, we would 
have to go back toa population the size that could be fed on fish. 

Mr. Apernetuy. Mr. Gude, I do not want to be misunderstood, 
I will agree with you 100 percent on that, but let’s get back to the 
bills ¢ 

Mr. Gupe. I think you’d better go through the bill. Because that 
is precisely what we are trying to do. 

Mr. Anernetuy. Which one of the bills are you interested in, which 
one of the bills are you supporting ? 

Mr. Gupr. We are supporting both of them. They are both of 
the same principle, they both call for the same method of pricing 
milk, they both call for a commission so that farmers would not be 
able to impose unduly high prices on the public. We believe that 
any commodity that had this setup would be in a monopolistic posi- 
tion and, therefore, in the American tradition, when there is a monop- 
oly, we have a commission to keep them from overpricing their 
product. They would be able in either bill to take any increase in 
cost, whether it was a tractor or gasoline, or what it was, and im- 
mediately reflect it in the cost of 100 pounds of milk. The other 
thing that it deals with, as I have pointed out, is the stabilization. 

Now the one bill asks that you recognize any group who gets 51 
percent of the farmers as the organization to represent dairy. That 
is the O’Konski bill. Mr. Brown's bill has this constitutional con- 
vention idea in it, which I think would be much more acceptable to 
many more people in dairy. As in the national organization, our- 
selves we found in the field that one of the principle difficulties is our 
failure to get the support of other organizations. Now the Brown 
bill would eliminate th: at—it would eliminate our organization, as a 
matter of fact, but it would set up the pricing structure for dairy 
products that would be similar to the private enterprise economy. 

Mr. Jounson. Start in on page 2. Now let’s take the section on 
the national referendum—on the Brown bill. How would you pro- 
pose to handle that? 

Mr. Gupr. Well, of course, that is handled, the referendum is 
handled, through the Secretary. What this would do would speed up 
the building. We are asking you for the tools to handle our product 
the way private enterprise does in this country. 

Is that right, Mr. Brown? Isn’t that precisely what we are asking 
for? 

Mr. Brown. That is right. 

Mr. Gude, on the national referendum, the Secretary would call 
for a national referendum of all bona fide milk producers. It that 
correct ¢ 

Mr. Gupr. That is right. 

Mr. AserNetuy. Does the bill define a bona fide milk producer? 

Mr. Gupr. We had quite some discussion about that. I think our 
decision was that anyone who ships milk has to be 

Mr. Anernetuy. If you cannot agree on it, I am sure no one else 
will. What is it? 
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Mr. Gupe. At one point we decided anyone who ships milk all 
year round would be a bona fide milk producer. But there again 
you run into fellows, and they might only ship milk in the spring 
or something, and still it is part of their inc ome, and they are milk 
producers, they ship milk. So we have come to the best cone lusion, 
which is not very good, that we are able to find, and that is that 
anyone shipping milk is a bona fide milk producer 

Mr. Asernetuy. What would constitute shipping milk? 

Mr. Gupe. That is selling milk wholesale. Not—— 

Mr. Jounson. I think you say in interstate or foreign commerce, 
or which directly burden, obstruct, or affect interstate or foreign 
commerce ¢ 

Mr. Gupr. Of course, any milk does because some of it always goes 
into manufactured milk, and that is shipped interstate all the time. 

Mr. Jounson. Do you think that definition—Congressman Brown, 
you drew the bill here, what was your reason for havi ing the definition 
T read ? 

Mr. Brown. Because it is my personal opinion that any milk that 
flows through the normal processes of trade, that goes to a processor, 
is milk that either affects or is in interstate or foreign commerce. 
It is my opinion that this covers the people who are “really in the 
milk producing business. 

Now there are a lot of people who produce milk and use it right 
on their own farm, and there are very few who might sell it in the 
old-fashioned way, but very few now with health restrictions and so 
forth. And this would catch all the dairy producers, in my opinion, 
a sell milk to a processing plant, and they are the people who 

really should determine policy for the dairy business. 

Mr. Jounson. Going through this, the national referendum and 
this national convention, how would you explain those items in the 
bill? 

Mr. Gupe. Well, it is spelled out pretty clearly here. The Secre- 
tary would divide the country into 15 areas according to production. 
Then there would be elections held. I believe the bill calls for a 
voting place in each county. In order to run to be nominated any 
individual dairy farmer would have to be signed by 50 dairy farmers 
in his area. That would take care of the nomination part. 

Mr. Aspernetruy. We are glad to have Mr. O’Konski with us, and 
of course, we will accord him the privileges of the committee, and 
the right and privilege to ask any questions he cares to ask. 

Mr. O’Konsx1. Thank you. 

Mr. Gupr. Now that election would, of course, be a referendum 
under the Secretary. It would be paid for by Government funds. 
The delegates elected, and there would be one elected from each 
county, as the number of cows required, and so forth, would have 
their regional convention in their area. Now in that regional con- 
vention the delegates elected by the dairy A farmers would receive 
a per diem and a travel expense. The travelling expenses would be 
paid by the Government—— 

Mr. Jounson. As I understand it, at the time the farmers vote they 
would vote on whether they favor holding a national convention, and 
then would they vote at a later time, if they voted in favor of a na- 
tional convention, to elect the delegates ? 
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Mr. Gupe. To elect delegates to a regional convention— 

Mr. Jounson. You would have to have two elections ? 

Mr. Gupr. That is right. 

Mr. Brown. Excuse me, but under this bill both elections would 
be held at the s same time, the same referendum. A man would vote 
for two things. He would vote for or against the constitutional con- 

vention idea, and at the same time he would vote for the nominees 
nominated by petition as delegates to the convention. 

Mr. Jenntnes. As I understand it, this is a Government-help plan 

rather than self-help plan ? 

Mr. Gupe. Well, this part of it. I will tell you what the problem 
is, and I think it is the basic problem we have in all commodities, in 
all commodities that are spread over an area as large as milk is. The 
difficulty is a matter of actually getting to the farmers by any private 
organiz: ition. In different areas of the ¢ ountry you have the Farmers 
Union in one area, you have the Farm Bureau in another area. Then 
you have the various milk cooperatives, and you have the national 
federation. Some co-ops belong to that, some co-ops do not belong 
to that. Some co-ops will support the idea of a national organization 
and join it as they have in the entire body, and other co-ops will go 
out and fight it. In one area the Farm Bureau will fight you, in 
another area the Farm Bureau will help you. The same goes for 
the Farmers Union, in some areas the Farmers Union says “this is 
what we have to have,” and they help us; in other areas they go out 
and fight us. Now we have had too much of that in American agri- 
culture and, therefore—we are to blame, I do not say that we are 
not, we have failed to accomplish the building of a structure similar 
to the American economic structures of the mid-20th century. We 
just do not have it. Therefore, we are asking he Ip to vet that. 

Now if we had just one over-all organization—this thing was done 
in England—if we had one organization over-all, instead of the 
3 or 4 that we do have, the Congress could just say “now look, you 
get your dairy farmers into a group so they can hi indle this thing, 
and they would go out and do it. Now I do not know, if the Con- 
gress said to all our overall organizations “you go out and get your 
dairy farmers into one group so you can handle it”—perhaps that is 
what should be done 

Mr. Asernetiy. I do not ask this facetiously, but do you think 
they would be any better satisfied with the convention system of 
working up the program than they would with a program that was 
worked up as the result of the representation they have sent to the 
Congress ? 

Mr. Gupe. Dairy farmers? 

Mr. Anernetuy. Yes. 

Mr. Gupe. I think you would get more uniformity than you get 
today. I mean, like in the hearings now, you have one group in 
favor of the self-help program, another group against it. That is 
what we are trying to eliminate. We believe that this sort of con- 
vention thing would 

Mr. Apernetuy. You know we have political conventions every 
year, every 4 years, and one will win one time and one the next. 
They do not last too long. 

Mr. Gupe. I know, but—— 
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Mr. Asernetuy. I am not being facetious or criticizing the ob- 
jective, I am just getting your views as to whether or not this sort of 
arrangement would result in any more satisfaction among the dairy 
farmers than working out something through their re presentation In 
Congress ¢ 

Mr. Jennies. Mr. Chairman, on your same line 

Mr. AperNetuy. Let me say this: What if we submitted everything 
that comes through this Congress to a referendum ? 

Mr. Jenninos. Actually what you are doing, you are shifting it 
from a Congress to this convention, and aren’t you going to have the 
same pressure groups and same ideologists working in that conven- 
vention that you have here before the Congress? Isn’t the Farmers 
Union going to present their view, and those stanch supporters of a 

articular area going to support those at your convention, the Farm 
— the American Milk Producers Association, the Anti-Gossip 
Society, and everything else, is going to be there, and you are going to 
have the same pressure ¢ 

Mr. Gupe. Yes. 

Mr. JENNINGS. Now, in line with what Congressman Abernethy 
said, are they not going to come up with the same proposition that we 
in Congress are faced with ? 

Mr. Gupe. You are going to have some of the same pressures, yes, 
but you do have a more homogeneous group in that they are all dairy 
farmers, and only dairy farmers, and that would, it seems to me, make 
a considerable amount of difference. 

Mr. Brown. Mr. Chairman, excuse me just a minute. 

Is not the question to answer first here before this committee the 
question of whether the dairy farmers are entitled to run their own 
business or not ? 

Now I ask Mr. Gude: Do you think that General Motors and the 
automobile industry would like to bring every decision they make to 

2 committee of the C ongress, or to a member of the Cabinet t, in regard 
i running their affairs ? 

Mr. Gupr. No. That is just precisely the trouble we are in. That 
is what we have to do. 

Mr. Brown. Now, if we accept the principle that the dairy farmers 
and various agricultural commodities es ventually, if they could work 
it out, should be running their own affairs, then is not the first step 
to get a census of who these people are and where they are? 

Mr. Gupe. That is right. 

Mr. Brown. Now, under this referendum provision, I submit to the 
committee that this would be the first chance since the 1950 census, 
actually, to peg where these people are, who they are, how many cows 
they own, and so forth. We do not have an accurate census of the 
cows or the producers in this country. Would that not be in the na- 
tional interest, in your opinion ? 

Mr. Gupr. Yes, in my opinion it would be. 

Mr. Brown. Therefore, we have to start somewhere. We do not 
have anything to go on right now from a scientific basis. The Gov- 





ernment would pay the small amount of money necessary for a na- | 


tional referendum—that is the first step, isn’t it, Mr. Gude? 

Mr. Gupe. That is right. 

Mr. Brown. Once that census is obtained and once there is a vote 
of these producers, whether they want to run their own affairs or not, 
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and they elect their delegates to the regional convention—and there 
will be 15 regional conventions over the country—do you feel that 
these dairy producers will feel more involved in this program, and, 
whatever comes out of it, that they will feel obligated to support it, 
and be interested in it if they formulate it themselv es, more than if 
some representative of theirs formulates it in a committee room in 
the Congress of the United States ? 

Mr. Gupr. It would seem so to me. We were just having a discus- 
sion in the animal husbandry committee here before, about how are 
you going to get this information out to the dairy farmers. For any 
group of individuals to do it, it is terrifically —— 

Mr. Jounson (presiding). How many people would be present at 
these regional meetings; how many would be elected ? 

Mr. Gupe. It would vary according to the number of counties in 
the region, as the Secretary divided them. But they would all— 

each region which would have equal milk production would have the 
same number at the national convention. They would have 15. 

Mr. Jounson. Does the bill provide for that ? 

Mr. Gupe. Yes. 

Mr. Jounson. Then each regional convention would elect one man 
to vote in the national—— 

Mr. Gupe. No, elect 15. There would be 1,525 people at the 
national convention equally divided from the 15 regions, which in 
turn are equally divided on the basis of milk production. 

Mr. Jounson. Is there any time limit on how long the convention 
will run ? 

Mr. Gupe. No, I do not believe—we did discuss that, but I do not 
think you put anything in on a time limit. We did discuss it. 

Mr. Jounson. Is this $12 per diem for the regional convention 
or--— 

Mr. Gupe. That is for both conventions. 

Mr. Jounson. You are not overpaying them, I will tell you that. 
I do not think they will make any money. 

Mr. Gupe. No. But the thing you run into, if you clect a fellow 
who has a lot of interest in the thing, and his neighbors feel he is the 
one that should go, all of a sudden you run up against a man who 
cannot get away from the farm unless he hires someone to put m 
there. For $12'a d: ay he can hire someone to take his place while ae 
is away. 

Mr. Jonnson. You will not pay his hotel and board? 

Mr. Gupe. No, but he will get his expenses. 

Mr. Jounson. Oh, $12 a day plus expenses ? 

Mr. Gupe. Yes, sir. In other words, you can hire a man to take 1s 
place. There are so many farmers who, even though they have large 
operations, are one of the most important laborers on the fara. 

Mr. Jennines. The only thing I could say to that, all my farmers 
would be running to be the representative because they would lke to 
have that $12 aday. It is a lot more than they are making now. 

Mr. Brown. Don’t you feel, Mr. Gude, that the national interest 
would be—that a lot of people would get interested enough to run 
for this—— 

Mr. Gupr. That would be the best thing, if you could stir up the 
interest. 
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Mr. Brown. Now at this regional convention, if I may proceed a 
step at a time 
Mr. Jounson. Yes. We are trying to go through the bill section 
by section, and we are working on the nation: al convention right now. 

Mr. Brown. We are up to the national convention of bona fide 
dairy producers. 

Now I can see that members of the committee are worried for fear 
that might just drag out and drag out and get into a tremendous 
argument. But is it not a fact that there can ‘be no improvement in 
milk prices under this plan until this convention comes up with a 
program ¢ 

Mr. Gupe. That is right. 

Mr. Brown. Isn’t that a natural incentive for them to get on the 
ball and get a program worked out ? 

Mr. Jounson. I have not had time to read your bill, Congressman 
Brown, but if you or Mr. Gude would tell the committee what these 
delegates to the national convention are going to be authorized to do— 
are they going to write legislation / 

Mr. Brown. Mr. Chairman, think of it this way: What does a 
group of stockholders do when they have a stockholder’s meeting? 
They elect a board of directors 

Mr. Jounson. Will you name some of the things that they are going 
to do at this national convention ? 

Mr. Brown. The first thing they are going to do, in my opinion, is 
to sit down and work out a program for stabilizing the flow of milk 
and the prices for milk and dairy eer Now in working out 
such a program, they will have to consider first what anticipated de- 
mand is in the immediate future and how it grows, and the growth 
of our population. The second thing, they will have to figure out the 
historical levels at which milk has flowed through the market, normal 
channels of trade, and what has been the fact on demand at given 
price levels. The third thing, they will have to look over the number 
of producing cows in this country, and the average production, and 
see what the anticipated supplies are. 

Then once they determine, and we all know it will show at the pres- 
ent time we have approximately 5 percent too much milk production 
in this country, then these dairy producers themselves are to worry 
about what they are going to do to adjust the supply to the antici- 
pated demand. 

Mr. Anernetuy (presiding). Charlie, I would like to interrupt you 
right there, and I made the same interruption when the Grange put 
on its testimony regarding the so-called self-help bill. 

It testified, and everyone said, that the milk surplus is only about 
4 to 6 percent. You say 5, which is the average. I do not know 
what it is. But anyway, everyone agrees it is somewhere between 4 
and 6. The Government today is taking that amount of milk out of 
the market, and it is disposing of it in channels which are not in 
competition with normal trade. It is giving it away abroad, putting 
it in the school-lunch programs as an extra consuming program and 
not in competition with the normal consumption, and through the 
Veteran’s Administration, hospitals, here and there. .Now with the 
Government taking that quantity of milk out of the commercial mar- 
ket today, how is it—and the problem still unsolved, as I understand— 
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how is it that you can take that same amount of milk out through 
another program and solve it? I do not understand it. 

Mr. Brown. May I answer / 

Go ahead. 

Mr. Gupe. For one thing, we ask in the bill for a right to impose 
quotas on ourselves. Now we do not set up any quota program be- 

‘ause we do not believe that dairy farmers should be tied down to 
that 

Mr. AnernerHy. That was not my question. The argument is 
made by every man who comes to this room that the surplus is only 
about 5 percent, that if you get rid of that 5 percent we would not 
have a problem. Now that is right; isn’t it? 

Mr. Brown. May I answer, Mr. Chairman ? 

Mr. Apernetuy. If that is correct, the Government now is taking 
6 percent out of the market, why isn’t the problem solved ? 

Mr. Guve. Because they are not setting the price high enough. That 
is what is making the problem. 

Mr. Asernetruy. Setting the price higher won’t dispose of more 
milk ¢ 

Mr. Gupr. No—— 

Mr. Brown. Mr. Chairman, I believe that the chairman feels that 
the price of manufacturing milk is a support price. That is a theory 
that has permeated through this Congress for years and years, and 
under present marketing conditions the price on 3.5 manufacturing 
milk is not a support price, it is a fixed price. When you have process 
concentrated in the hands of a few processors the way we have today, 
and you have distribution concentrated in the hands of a few large 
chain operators, any price that is set by the Secretary of Agriculture 
becomes the price—not a support price, because the factors of supply 
and demand are so theoretical, and would work in a total vocuum, so 
to speak—but any time the Government sets a price, that becomes 
the price. Now it has no affect, really, in the short run on supply 
because once you get a cow in production, and the price of $3.25, and 





you cut the price to $3.06, if that cow is producing over 6,000 pounds 


of milk, she is going to stay in production whatever the price of 
milk is. And every morning and every night the cow has to be milked, 
7 days a week, and it is put in the can and goes to the market place at 
whatever the price set by the Secretary of Agric ulture. 

Now the only way you get any v: ariation in that price is that if 
supplies become markedly short, if there is a real scarcity, you get 
an Increase in price from the processors to the producers, and you 
get into that old situation that hurts agriculture worse than anything, 
those violent fluctuations, being up 1 year, really high on beef prices, 
and then the next year down to a ridiculously low figure. And the 
consumers hate the produc ers for it. 

Mr. Jennincs. In answer to Mr. Abernethy’s question, I have been 
concerned about the same thing. Do we have a 5 percent or a 10 per- 
cent oversupply of milk; which is it? 

Mr. Jounson. Around 6 percent. 

Mr. Gupr. Around 6 percent. You see the supply and demand—— 

Mr. Jounson. The argument that has been brought before our 
committee is against self-help legislation with the price at $3.90, 
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though, I believe you people figure on raising the price of manufac- 
tured milk to about $5.25—is that right ? 

Mr. Gupe. Well, the Wisconsin extension figures and the Univer- 
sity of Michigan state the same figures. They come out at $5.25. 

Mr. Jounson. What are you telling your farm people? Isn’t it 
$5.25 ? 

Mr. Gupe. $5.25 for 3.5 milk, that is right. 

Mr. Jounson. The question we have had brought before us, as a 
committee, by opponents of the self-help plan legislation is that if 
you raise that price up to that level you are going to get less cheese 
consumed, less butter consumed, less dried milk. Now what is your 
answer to their argument ? 

Mr. Gupe. Our opinion is that if you raise the level of farm prices, 
all farm prices, and that is what we believe has to be done, people are 
going to eat. Right now we are having a recession, so-called, we 
have some 5 million or so unemployed. Yesterday’s Times give a 
report of the Grocery Manufacturers Association, and their predic- 
tions of some $2 billion advance in sales are being outdone, their 
sales are increasing above anything they anticipated. Now people 
are going to have to eat. If you raise w the price of farm products, you 
will get the money into the rural area 

Now I do not think that these consumers, so-called, are going to 
be hurt in a balanced economy. They are going to pay less for their 
manufactured items, which are overpriced now, according to all 
that I can find on the subject. And if the consumer pays more for 
his food, he will be able to buy, if you get a balanced economy, just 
as much of the products of the commodities of manufacturers, as he 
does now because he will be paying less for them. And that is where 
our difficulty is. 

Mr. Anernetnuy. Let me ask you a question there? It is an easy 
thing to go out to people and promise them that you are going to get 
them $ $3, $4, or $5, $6, or $7 for a unit of production. We had a fel- 
low, you know, who st: iyed around Washington a lorg time promising 
old people that he was going to get them $150 to § $300 a month for 
old-age retirement. Promises have appeal and often too much faith 
is put in them. How are you going to get $5.25 a hundred for dairy 
farmers, through what method ? 

Mr. Gupe. Through changing the method of pricing milk from the 
parity concept to a cost-of-production concept. And that is where 
those figures come from. They are not our figures, they are the figures 
of any university in the country that figures t] 1em out and uses just $1 
an hour for labor, and we believe we are entitled to that. 

Mr. Asernetuy. Where is the provision in the bill that gets that 
done ? 

Mr. Gupe. That is right in both bills. 

Mr. Avernetuy. In which bill? 

Mr. Gupr. In both of them. 

Mr. Brown. Mr. Chairman, let me submit there is nothing in the 
Brown bill that says anything about $5.25 base price on milk, 

Mr. Gupe. But it says cost of production. 

Mr. Brown. It says cost of production. 

Mr. Gupe. And you cannot get a cost of production figure from 
any university, or any part of the Extension Service, using just the 
minimum wage for wages th: at does not go over Sd. 
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Mr. Anernetny. What is the cost of production ? 

Mr. Gupr. All I can give you are the figures that universities have 
gotten. 

Mr. Asernetuy. How much ? 

Mr. Gupr. The Wisconsin Extension Service uses the figure of $5.29. 

Mr. Azerneruy. It costs $5.29 a hundred to produce 

Mr. Gupe. That is with $1 an hour for labor. 

Mr. Apernetuy. That is in Wisconsin. What does it cost in New 
Jersey ? 

Mr. Guo. I have not the New Jersey figures, but it is over $5. I 
cannot give them to you exactly, but the United Milk Producers of 
New Jersey, which is a bargaining agency there- 

Mr. Anerneriy. When you si ay “cost of production’ ’ you are speak- 
ing of a desirable return for services? That is what you are speaking 
of, isn’t it ? 

Mr. Gupe. Yes. 

Mr. Asernetuy. Well is there not a difference in the cost of pro- 
duction and a desirable return for services for labor ? 

Mr. Gupe. A difference you mean from area to area ? 

Mr. Anernetuy. I am speaking of anything. 

Mr. Gupe. Well, of course, we have one thing in our favor, I think, 
that we did not have 25 years ago when parity—— 

Mr. Anernetuy. If you say $5.29 is the cost of production, then that 
is what it costs the farmer to produce a hundred pounds of milk. 
What - he going to sell it at, just what it cost him to produce it? 

Mr. Gupe. That is the figure we have been using, yes. 

Mr. Apernetuy. Well if a man manufactured something and sold 
it at just what it cost him to produce it, he would soon be out of busi- 
ness. 

Mr. Gupr. Well not—what you get on there is a dispute on for- 
ward pricing. You would have forw vard pricing under this thing, and 
there 1s some dispute as to how much profit you are entitled to under a 
forward pricing system, or whether you are entitled to profit at all. 

Mr. Anernetiy. Would this figure not be more properly repre- 
sented to the people if it said “here is what we regard as a desirable 
return for 100 pounds of milk”? 

Mr. Gupr. That is about the way we 

Mr. Asernetuy. Instead of referring to it as the “cost of produc- 
tion”? 

Mr. Gupe. Of course, that is where the figures came from. If you 








say it is a reasonable return, someone is bound to ask you why. I 


mean, where did you get the figures, you cannot just pull them out of 
the air, and they do ask that question, and of course, we explain they 
are the Wisconsin Extension Service figures. 

They are a couple of years old and the price is undoubtedly higher 
right now because the costs are up. 

‘Mr. Brown. Mr. Chairman, on that point, the last survey that was 
made by the as of Agriculture, Mr. Benson, found in Wis- 
consin that at $3.25 at 100 for 3.5 milk, the average daily produc er 
was making 38 piers an hour for his labor if you allowed him 5 per- 
cent return on his investment. 

Now that is one survey of cost of production. 
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Now Mr. Gude has outlined the optimum, the $2.29 in Wisconsin 
if everyone, you know, makes what he should be making out of this 
thing. 

Mr. Witi1Ams. Pardon me. That is based on $1 an hour? 

Mr. Brown. Yes, that is based on $1 an hour. 

Mr. Witu1ams. How many hours a day ¢ 

Mr. Brown. The actual time put in. 

Mr. Witxi1ams. How many hours a week ? 

Mr. Brown. The actual time put in. 

Mr. Witu1amMs. Wait a minute, there is a great spread in farmers’ 
hours of labor on farms. 

Mr. Brown. Yes, sir. 

Mr. Wuu1ams. Whether you are just taking into consideration the 
twice-a-day milking, or the prior operation of the day. 

Many farmers work 14 to 16 hours a day. 

Mr. Brown. Yes, Mr. Williams, and these studies—— 

Mr. Witutams. Are you applying the $1 an hour for that entire 
time? 

Mr. Brown. These studies that have been made were on a cost- 
account basis. 

Mr. Witu1ams. I know, but how many hours a day were those 
studies made on, how many hours a week ? 

Mr. Brown. Whatever was applicable to the dairy part of the 
man’s operation. 

Mr. Witu1aMs. That is 12 hours a day. 

Mr. Brown. If it was all there, yes, and he worked 12 hours a day, 
they apply the 12 hours. 

If it was partially there, and he did other things with his time, 
whatever amount of time he applied some thing pertaining to his 
dairy operation, that is the number of hours that were applied. 

Mr. Witi1aMs. This is a dairy bill; you are confining this research 
to just a dairy operation—what it costs—— 

Mr. Brown. Yes, sir. 

Mr. Wit1ams. To produce 100 pounds of milk. 

Mr. Brown. Yes, sir. 

Mr. Witu1aMs. That is just a dairy operation. He is not handling 
any other sideline at all. And most dairymen do not; they just con- 
fine the operation to dairying. Well, how many hours a day would 
you apply to that program ? 

Mr. Brown. It would vary on each man’s operations, sir. 

Mr. Gupe. Mr. Cunningham, at Cornell, takes the number of hours 
spent during the year. That is the way he does it; on an annual 
basis. He t: akes all the hours spent in getting the feed, and doing all 
the work pertaining to the dairy. 

Mr. Jounson. Could we get back to the bill? We are on page 5. 

Mr. Asernetuy. I think that is a good idea 

Mr. Jounson. You are following the Brown bill. If there are 
any differences, I wish Mr. Gude would point them out to us. 

Mr. Gupr. This convention is a basic bill. 

Mr. Trwes. Before we leave the convention provisions, Mr. Chair- 
man, I would just like to ask 1 or 2 questions here. This is supposedly 
one of the major differences between your bill and some of the other 
bills which have been presented here. 
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Mr. Gupe. The cost factor; yes. 

Mr. Tewes. Mr. Brown says this has simply put dairy farmers in 
the same position as a board of directors of a corporation. I would 
just like to have your comment on two facts: Isn’t it true that there 
is a slight difference here between this and his analogy, because Con- 
gress here is actually delegating a huge amount of authority to a 
certain group, author ity which is not delegated i in the case of a private 
corporation Doesn’t that, somehow, change the responsibility of 
the Congress in the analogy ? 

Mr. Brown. Excuse me, but the Congress has delegated such au- 
thority many times, and State legislatures have delegated such author- 
ity many times. 

Mr. Trwes. In the case of a private corporation ? 

Mr. Brown. In the case of a private utility, it is delegated every 
day. 

Mr. Tewers. All right. You understand that, as a general proposi- 
tion, I support self- help principles, but isn’t it true that we have to 
be cautious about whom we delegate this authority to, because of the 
nature of the authority which is being given ? 

Isn’t it wise that some kind of protection be given to the other 
elements of our economy such as the consumer ? 

Mr. Gupr. Oh, absolutely. That is why we have a very strong 
Commission in here which, as a matter of fact, can take away the 
authority of the board elected by the farmers if they go outside of a 
formula granted by the Congress. There is no ability in this group 
to act without the authority of the Commission, whic h is set up in the 
bill. We are not asking for that authority; we do not believe we are 
entitled to it. No one else is entitled to it, and we do not think we 
should be made an exception. 

Mr. Trwes. So you do take exception to Mr. Brown’s analogy ? 

Mr. Gupe. No; he just said Interstate Commerce Commission—— 

Mr. Brown. It is handled exactly the way that the Government 
deals with private utilities. 

Mr. Gupe. It is the same thing. 

Mr. Brown. You grant them the power, and then you regulate 
them ? 

Mr. Gupr. See, we feel we would become a monopoly, and you 
would be granting us monopolistic power. I do not think there is any 
dispute on that point. Therefore, we cannot ask for that power 
without being willing to submit to the same regulations that anyone 
else who has that power must submit to—on both bills—— 

Mr. Tewrs. Why isn’t it simplier, then, just to have a board ap- 
pointed, in effect, by the Executive who is elected by the people, as 
is done in these other bills? My question is: Are you insisting on 
your way? Will you support any self-help bill which does not have 
this provision which I consider to be administrative, detail in it? 

Mr. Gupe. Well, I will tell you, frankly, Mr. Tewes, and I am sure 
Mr. Laird will bear me out on this, and so will some other men, I 
believe, who are present, when you get a group of farmers together, 
they own the farms just as stockho ders own a corporation—and this 
is a capitalistic country. We think that we are capable of electing. 
However, we must have a form through which we can elect, and that 
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is that difference there. And I really feel that it is a better way to 
get to those 15 men. 

Now, maybe I am wrong, but I do feel that, if we stick as closely 
as possible to the way in which it is done in other segments of the 
country, we will not only get stronger support from more people, 
but we will have, I think, a sounder program in the long run. 

Mr. Trewes. I understand all that, but, as you know, there are 
many people who disagree with you. Now you are here supporting 
a self-help bill. My only question to you is this: Is your support for 
this bill, and this bill only, a support which will be withdrawn for 
other self-help bills which differ in detail from yours? 

Mr. Gupr. Well, yes; I think we would have to insist on the point 
that we are organizing for. 

Mr. Tewes. Your organization will support this bill or nothing? 

Mr. Gupe. No; I would not make it that strong, because there are 
many things in other bills that we would support, absolutely. 

Our people are insisting that the farmers have the right to vote and 
elect themselves; that they get a cost-of-production formula for milk, 
because we do not believe you are going to solve the difficulty on this 
unbalanced an inflationary economy we have until the money actually 
is in the rural areas. That is where the money has to get. It has 
been missing for 100 years. 

Mr. Tewes. As the chairman said, we are not disposed to discuss 
economics this morning. We want to talk about specific bills. The 
point I have been making is that it is essential, if we are going to get 
any kind of legislation from Congress, that we have the farmers, 
themselves, at least conciliatory in the drafting of some legislation. 

Now, I have secured from most of the other groups that have ap- 
peared here in support of legislation a willingness to sit down and 
work out details. My question to you is predicated upon our conver- 
sation and your testimony here this morning. Will you support the 
self-help principle, even if it does not have what I consider to be the 
details upon which you are dwelling here in this bill ? 

Mr. Gupe. Well, I have a definite answer from our board of direc- 
tors on that. The two things that our board of directors do want to 
compromise on, do not feel they can—one is the pricing. We will not 
go down to 80 percent of parity. We believe that is a fallacy; that 
you are not going to gain the essential thing that has to be gained. 
So, they will not go along with the decrease in the support price to 
80 percent of parity. 

nd the other thing that they feel very strongly about is that the 
farmers have their right through their own organizations, or group, 
as would be built up by this convention here, to have the power to 
elect, to have the power, once it is granted by Congress, once you 
grant us the power, to control our production to fit the effective de- 
mand. We want to make the decision whether or not. we will do it 
because we will be responsible for the surpluses if we do not do it. 
We want the right to make that decision. 

If after a year’s time we do not like the method we adopted, we 
want to be able to change it immediately without having to come to 
Congress, without having to come to the Secretary or the Department. 
We want the right to do that through the democratic process by hold- 
ing an election in the counties. 
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Those are the two things that they feel we must have if it is to truly 
be a self-help program. 

Mr. Brown. Would the gentleman yield ? 

Mr. Tewes. Just let me finish, I am almost through Mr. Brown. 

So then, on the price and on the method of the elections, your or- 
ganization will not join with other dairy organizations in an effort 
to formulate a bill? 

Mr. Gupe. That I believe would be the true sense of the thing. 

Mr. Brown. Mr. Gude, at that point, you are a very reasonable 
man, and I know you are interested in dairy producers and their 
welfare, and I know that you are seeking, shall we say, the optimum. 
But if it came down finally to the point where in the interim, right 
here, temporarily, you could get something that would help dairy 
farmers, but would not be exactly what you wanted, you are in- 
terested enough in dairy farmers that you would accept it as a means 
to an end, would you not? 

Mr. Gupe. Yes, I think our board of directors would go along with 
that entirely. 

I think, Mr. Tewes, that the fact that we have asked Mr. Brown to 
introduce a bill along this line, our ideas would not be necessarily of 
any importance whatsoever since we are rather a small group com- 
pared to the other groups in this convention. I do not think that 
we are going to try and get just one thing. If we were, we wouldn’t 
ask for a bill here that would take the power entirely out of our 
hands, because we would not have at all the power in this sort of 
convention that the other groups would have. 

Mr. Tewes. You know what my question is directed to, and so does 
Mr. Brown, that the biggest obstacle we have here before committees 
and before the Congress is that the dairy farmers themselves cannot 
get together on what they want. 

Mr. Gupe. We have never had the opportunity to sit down with any 
other group, as I say. We are a new organization and not a very 
large organization. We would certainly appreciate that opportunity. 
We asked for it several times, but it has always been denied to us. 

Mr. Brown. And Mr. Gude, under this bill, at the conventions, the 
regional conventions, would not that be the very best place for you 
all to sit down together and iron out your difficulties ? 

Mr. Gupe. That is precisely why we asked for this legislation. We 
believe we could get together, we would be happy to meet with any 
other group, and if any kind of a compromise could come out of it, 
we are certain that the National Dairymen’s Association is willing to 
compromise. I am pointing out those two points, the ones we feel 
the strongest on. However, I think the fact that we are asking for 
this legislation that would give all dairy farmers a chance to air their 
views, a compromise bill of some kind would come out of this conven- 
tion, and I think it would be much more rapid than the idea of going 
down the road and trying to sign up individual farmers one by one. 

I certainly agree with you that what we need is cooperation. 

Mr. Asernetruy. Off the record. 

(Discussion off the record.) 

Mr. Gupe. I think we have enough interest in common. We do 
spend, I think, most of our time talking to dairy farmers in different 
parts of the country, and if there is anything that is surprising it is 
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the fact that they do have so much in common, so much of the same 
ideas. 

The dairy farmers that I come across that do not know what the 
situation is, and do not know something has to be done about it, and 
are not willing to do it are so few that they are not of any importance. 
One thing that makes them despair—and this is not just my opinion, 
I have checked it with several Members of Congress and several Sen- 
ators, and with my own county agent and people in my State—they 
feel that as a small minority group they are never going to get any- 
thing, so they might just as w ell go home and take what they push on 
them, you would just bat your head against the wall to try to do any- 
thing about it. 

Mr. Aserneruy. Does your program carry with it the provision 
for the establishment of marketing quotas ? 

Mr. Gupe. It asked, yes, for the right for us to impose those on our- 
selves. We want that right through democratic process. 

Mr. AnerNetuy. Now, who would be entitled to a marketing quota? 

Mr. Gupr. Anyone producing milk would be entitled. We do not 
have any quota system, we do not ask for 

Mr. Azernetuy. No, but you may have. 

People ask about that, you know. 

Mr. Brown. Mr. Gude, is that not something that the convention 
is being called for to work out, the practical ways of doing it ? 

Mr. Gupe. That is right, and a choice among dairy farmers. Let 
them vote for any number of —— 

Mr. Anernetuoy. You know the only difference between this and 
the other self-help bill, as I see it, one is going to work it out in the 
convention, and the other is going to work it out through the 15-mem- 
ber Board in Washington. If you can tell me how a million dairy 
farmers are going to get to a 15-member Board, I would like to hear 
it explained, because I do not think they can get toit. Especially one 
that 1s not authorized to sit but 50 days out of the year. 

Mr. Brown. Mr. Chairman, on that point, I think you have a mis- 
understanding, sir. This will just be one convention called. 

Mr. Asernetuy. I am not speaking of the convention, I am speak- 
ing of the Board under the so-called self-help 

Mr. Brown. There again, I think you misunderstand, sir, and I 
say it respectfully. The convention, the original convention, will set 
up associate officers, the board of directors, or whatever you want to 
call it, and the voting procedures whereby they will operate from 
then on. In other words, it is a charter, it is a corporation charter 
convention, and then once they elect their officers and provide pro- 
cedures where they can be reelected or changed, or something, then 
it becomes the Board, just as in other self-help programs that you are 
talking about. 

Mr. Asernetiy. Well, I think the point I am making is pertinent; 
the Congress will be delegating to someone who would be nominated 
or elected through a convention system the authority to invoke mar- 
keting quotas on dairy farmers. Now I want to know who is going 
to get a quota, how much will the quota be, what will be the factors in 
determining the quota, and I also want to know whether any assess- 
ments would be proposed under this program as would be proposed 
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under the self-help program; and, if so, how much would the assess- 
ment be? 

Mr. Gupr. Yes; there would be assessments. And in the one bill, 
12053, Mr. O’Konski’s bill, we do not do anything about asking for 
any help from the CCC. And in the Brown bill they ask for the 
right to borrow, I think, $200 million, which is very similar to other 
bills i in that respect. But we feel that by having an assessment double 
the size necessary during the first year, and putting the program into 
effect past the flush season, you would be collecting the assessment, 
you see, double assessment, during the first year 

Mr. Asernetuy. That would be through a checkoff system ? 

Mr. Gupe. Through a checkoff system. 

Mr. Asernetiry. What would they do with that money ? 

Mr. Gupr. On that tax thing, what we would ask for, in Mr. 
O’Konski’s bill, is a national Federal order on milk. Now the ad- 
ministrator of that order, the administrator of all Federal orders, 
already has the right to tax. He does tax farmers for the adminis- 
tration, and in the New York Order 27 he taxes for cooperative pay- 
ments. Whether you belong to a cooperative or not, he takes that 
money. Then he divides that up among the four private co- 7. 
So we feel he has that power, and he is a part of the Government, 
that he would go ahead and he would collect the assessments so that 
the money would never come into the hands of this private board at 
all. 

Mr. AserNetuy. Let. me ask you this question. In a section of 
the country where the production and marketing of milk is in balance 
and the producers are very well satisfied, would they be given a quota 
under the quota system / 

Mr. Gupr. Yes; we have never been able to find any way of —— 

Mr. Apernetuy. In other words, in areas where the supply and 
demand is in balance, quotas would be applied nationwide to all the 
farmers alike? 

Mr.Gupe. Yes; we have never been able to find-—— 

Mr. Asernetuy. All right; here is a given area where supply and 
demand is in balance, and when you put a quota on the farmers in 
that area you have a deficiency. Who makes up the deficiency and 
where does it come from ? 

Mr. Gupe. If any area is in balance on supply and demand for their 
fluid milk, if they are in balance during the flush season, they are out 
of balance in the short season, and what they do is import from sur- 
plus manufacturing areas their fluid milk during the short season. 

Mr. Anernetuy. That is not my question. 

Mr. Gupe. But that is the way it works, sir. 

Mr. AserNetny. Here is a given area with supply and demand in 
balance. If quotas are supplied, and they are limited to marketing 
90 percent or 95 percent of their milk, let us say 90, that reduces the 
»roduction and marketing of milk in the area which was in balance 
. 10 percent, which leaves them 10 percent deficient. Where does 
the area get the 10 percent to make up the amount which the demand 
in that area would require ? 

Mr. Gupr. Well they would have to move it from the nearest area 
where— 
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Mr. Asernetuy. All right, then, here is what you will do. Here 
is area Which isin balance. The f: armers are s satisfied and the custom- 
ers are satisfied. You cut the farmers’ marketing down 10 percent, 
and you go over here to area B and take 10 percent of his milk and 
bring it intoarea A. Is that what you do? 

Mr. Gupe. That is right. 

Mr. Anerneruy. What would the farmers in area A do when they 
got to the convention ? 

Mr. Gupe. I cannot find any area like the one you mention. If you 
say “in balance” 

Mr. Asernetuy. I do not know that there are any. We are told 
that there are some. 

Mr. Guper. I cannot find any, because if they are in balance in the 
short season, they are overproducing in the flush season. 

Mr. Averneruy. Well even the self- wees bill anticipates and makes 
allowances for deficiency producing area 

Mr. Gupr. Well, the deficiency piehuch ing areas, yes. That is quite 
different than in balance. 

Mr. Asernerny. Let’s say you have a deficiency producing area, 
would you put the producers in the deficiency producing area under 
quotas? 

Mr. Gupe. Well you see, the way milk is priced in this country, 
you have to go back to answer this question. It is all based on, of 
course, the Government support program, and your fluid milk prices 
are premium for grade A milk plus your freight rate. Now you have 
a similar price system—I mean, Washington is an automobile defi- 
ciency area, so you have to pay the freight from Detroit in. Well, 
that is about what happens in your deficiency areas now. Now how 
serious these deficiency areas are—I know we have some small areas 
even in the Middle West, I think you have some cities in the Middle 
West, that have held the milk out until they are pretty near in balance. 

Mr. Asernetuy. Let me ask you this, and I won’t pursue this any 
further. My simple question is this, and this is what I am trying to 
get to: If the Board after this convention determines that they have a 
surplus of 10 percent from New York to California and from Minne- 
sota to Mississippi they have a 10 percent surplus, so they are going 
to put on quotas and they are going to cut down production by 10 
percent, that is marketing. Does that 10 percent cut apply to every 
dairy farmer in every State, in every county, and every township of 
the United States? 

Mr. Gupe. That is the best we have been able to do. There may 
be a way to solve it. We have not solved it. 

Mr. Asernetuy. That is what it means then? 

Mr. Gupe. That is right. 

Mr. Asernetny. It means that every dairy farmer, regardless of 
how much he is producing or how much he is marketing, even though 
he is in a deficiency area, or even if he is in an area where consumption 
and production are in balance, he is going to have a 10 percent cut on 
the amount he can market ? 

Mr. Gupr. We have not been able to solve that. 

Mr. Asernetuy. I am just trying to find out how the thing will 
work. 

Mr. Gupe. I do think if there are these deficiency areas, when 
these fellows got to the convention you would hear from them and 
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you may be able to work out some more equitable and practical way. 
We have not been able to do it ourselves. 

Mr. Averneruy. Then, next, what would they do with the surplus 
production of 10 percent, who takes charge of that and what do they 
do with it? 

Mr. Gupe. You mean what do we—— 

Mr. Anernetuy. Yes, what will the Board do with it? 

Mr. Gupe. They will run right along the same as the other self- 
help plans. 

Mr. Asernetuy. Tell us what they do with that 10 percent ? 

Mr. Gupe. One difference between the way we see this program 
and the present support program of the Government is we would not 
give the product back to the open market. 

Mr. AverNeruy. Al] right, what would you do with it? The Gov- 
ernment does not give it back to the open market now ¢ 

Mr. Gupr. No, they sell it back—— 

Mr. Asernetuy. No, they do not sell it back. They give it away. 

Mr. Gupr. No, but you see, you cannot put cheese into the ware- 
house and then take it out. 

I think John should answer this question, he is much more familiar 
with this. 

Mr. Asernetuy. Some of it does go back in the open market. I 
know what they are doing now, and what the other bills will do, but 
what do you propose to do with that 10 percent surplus? 

Mr. Gurrner. It would have to be either sold or given away on 
the foreign market. It could not be given back to the American 
retail channels of trade like we do now. Now cheese is given back. 
And even if we have, perhaps, a shortage of cheese right now. we are 
still going to have warehouses full of cheese for the simple reason that 
the Government will lease the warehouses. 

Mr. Chairman: You are stating that the Government is now buy- 
ing up all the surplus and that it does not seem to raise prices above 
the Government support price. 

The Government, under the present support program, is leasing 

varehouses from private businessmen, etc., to store daily products 
acquired by the CCC and is selling them back to the wholesalers as 
they need them to fill their orders. CCC is playing Santa Claus to the 
large processors who can deal in carload lots by aging their cheese 
and paying them storage, while it is aging. Selling it back to Amer- 
ica’s retail channels keeps the price of cheese at the support level even 
if we should have a shortage of cheese. CCC will be buying cheese 
regardless of surplus or shortage under the present program for no 
one else will age cheese free of charge, plus paying warehouse rentals. 

In reflecting an increased price to the consumer, I have this state- 
ment to make. I am a dairy farmer and also the owner of a small 
cheese factory. I manufacture Limburger cheese for one of the large 
companies in the dairy business. 

I specialize in 8-ounce cubes with the company’s label, 3-pound dis- 
play cartons and put up in 30-pound boxes ready for the showcase in 
the store. I buy the milk from the farmer, employ about 20 people 
to process 25,000 to 30,000 pounds of milk into these 8-ounce pieces, 
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pay for all the supplies, including packaging and wrapping, and 
receive about 2114 cents per 8 ounces. I walked into a store about 3 
weeks ago in northern Illinois, 300 miles from home, to buy 8 ounces 
of Limburger and had to pay 48 cents. This is a 100 percent markup 
from factory to consumer; the farmer receives only 26 percent of the 
consumer dollar. The price of cheese to the cheese factory is set by 
the large companies in the dairy business under the influence of CCC’ 
support level. By setting the price to the manufacturer they are ses 
setting the price to the farmer. 

Mr. Anernetuy. Let us not get back on what they are doing now. 
What would the Board do with this 10 percent? As I understand it, 
it would dispose of it in the foreign markets ? 

Mr. Gupe. That is right. 

Mr. Gurrner. That would be one way to dispose of it. 

Mr. Aserneruy. Would they be required to counsel with the 
administration to determine whether or not the disposal would be 
in conflict with our policy! You know we have, we are supposed 
to have, some sort of policy. The only policy I know of is a sort 
of give-away. Weare always giving. 

Would they give the surplus milk away along with our mutual 
security give-away—give them $100 million worth of cheese, or some- 
thing like that? 

Mr. Gurrner. I suppose, if the Government would decide to take 
some of that surplus, and find the channels for it, 1 imagine that 
would be—— 

Mr. Anernetuy. Through what other means would they dispose 
of it? 

Mr. Gurrner. Well, if we cannot find a foreign market, or cannot 

ive it away to foreign countries, we would simply have to turn it 
into animal feed or some other method of disposal. 

Mr. Asernetuy. And put it right back into a means of producing 
more milk ¢ 

Mr. Gurrner. Well, of course, that would be left up to the farmers 
to decide, what they want to do with it. Because it would be—— 

Mr. Apernetuy. Well now, you have collected money, you have 
collected assessments or taxes as it is sometimes referred to, what 
happens to that ? 

Mr. Gurrner. Collected tax money ? 

Mr. Anernetuy. Yes, collected from the farmers for the privilege 
of taking that 10 percent away from them. 

Mr. Gurrner. That would remain in the hands of the Government 
until it is needed for a plus buying. 

Mr. Anerneruy. I did not think the Government was to have any- 
thing to do with this. I thought the Board was handling everything. 

Mr. Gupe. No, the Administrator of the Milk Order would actu: lly 
handle the money. 

Mr. AverNetuy. I see. What would he do with that money ? 

Mr. Gurrner. That is to be collected for surplus buying and ad- 
ministration expenses, and it is only to be used for such. 

Mr. Asernetuy. In other words, it is just an administrative fund? 

Mr. Gurrner. That is right. 

Mr. Anernetny. And if there is any surplus it is converted into 
the Treasury ? 
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Mr. Brown. I think, Mr. Chairman, at that point there are 3 things 
that could be done with this 5 percent surplus, or 10 percent in your 
example—that the Board could do with it. The first thing they 
could do is just as it occurs now under the Government operation, 
let it go ahead and move on through channels and buy up whatever 
the surplus amounts to. Under this new plan there would have to 
be assessments for the purchasing and processing of that excess, as 
you well know and as you pointed out. 

Now they might not do it that way; they might set up a program 
offering a premium for culling below level producing cows to just 
supplies; they might go out and offer a bonus to people to cull low 
producers out of the herd to get supplies in balance; or they might 
establish a program in*their own interests of not marketing that ex- 
cess, just keeping it on the farm and feeding it, or whatever they 
want to do with it, just not let it get into channels. 

If they are running their own business as corporations and private 
utilities run their own business in this country, they can devise their 
own means of adjusting supplies to a stabilized flow. 

Now they have to have authority, and it is granted in my bill, 
that if they feel it wise to let it go on and flow through channels, 
they have to be able to assess themselves sufficiently to purchase it 
and process it. And I see no great difference between assessing them- 
elves to handle that and the Government doing it; do you? 

Mr. Apernetuy. No. 

Mr. Gupe. One thing on this, Mr. Abernethy, that you run into very 
often at meetings with farmers, some farmer will get up and say, 
“Well, by gosh, I would certainly be willing to keep home 5 percent 
of my milk.” Well, of course the individual would. However, there 
is no structure, you see, for all of us to do it at the same time. And 
that is what we are asking for, and I think that is what the self- 
help plants are asking for, the right to build that structure so that 
we can act reasonably. You see those surpluses are being used to 
depress our price. We are down to 75 percent of parity, and it is 
blamed on the surpluses. But the rest of the economy is not working 
in a free market, you see. ‘They do withhold, they have some ability 
to influence their price and influence the law of supply and demand 
for their commodity. We cannot do that. We are just as helpless 
on our supply and demand as a big corporation is when it comes to 
aggregate demand. The big corporations come down here to you 
for help when the aggregate demand disappears—they have not got 
it. And who gives it to them? I mean, that is one of the prince ipal 
differences between our ec onomy and socialistic economy where the 
Government completely controls ‘the aggregate demand. 

Now our Government has tried for years to do it, and I believe 
that it is generally accepted that the defense program, that we are 
forced because of the international situation to have, this tremendous 
defense program, even with that we are having difficulty in main- 

taining aggregate demand. 

Mr. Brown. Now, Mr. Gude, on page 5, proceeding with the bill— 
Mr. Chairman, may I proceed here ? 

Mr. Anernetuy. Yes. Iam going off the record here for a moment. 

(Discussion off the record. ) 

Mr. Jounson. Mr. Chairman, may I make a comment ? 
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We are only on page 5 of the bill, although I believe we have jumped 
all over it. I wonder if the witness could go through it section by 
section ¢ 

Mr. Brown. May I ask some questions that will lead us right into 
that ? 

Mr. Avernetuy. Proceed, Mr. Brown. 

Mr. Brown. On page 5, the constitutional convention of dairy pro- 
ducers have estab!ished the board, and that board is given the : authority 
to handle supplies as it deems in the best interests. : 

Now on marketing allotments, in my bill no program of marketing 
allotments or controls shall go into effect unless explicitly approved by 
a majority of dairy producers in a national referendum. 

Now do you think that that is the best way to handle marketing 
allotments? 

Mr. Gupre. The way I visualize this convention, it sets up an organi- 
zation that goes right down to the county level, and that organiza- 
tion would be able itself to put before dairy farmers several methods 
of controlling their production. The dairy farmers would vote as 
to whether or not they want to control their production or pay higher 
stabilization fees, and then they would vote on the type of quota, 
marketing quota, that they would have. If they did not like it—— 

Mr. JoHnson. When would that vote be held, after your national 
convention 4 

Mr. Gupe. After you set up the structure. The convention would 
set up the structure, would provide an organization which every dairy 
farmer could be in touch with right down to the county level. So 
you would elect county officers. So, they could go right to their 
county officers with any questions they had, and the county officers 
would have to be in a position to answer them. And they would elect 
the board right there from the county level. In the same manner, 
when it came to this question of quotas, this association or organization, 
or whatever it is to be called, whatever the farmers decide to call it, 
could put out several types of marketing quotas that they can get 
from different areas, from different farmers, that have different ideas. 
And the farmers can select one that they would be willing to support. 
That would be a farmer’s quota system. And I think you would be 
more likely to get a workable system that way than just by having 
the Department | put one out. I think it would be better. 

If it did not work during the first year, after the first year, if they 
stipulated for 1 year, they could try some other quota system without 
having to go to the Dep: irtment, or eventually to the Congress. 

Mr. Brown. Now on that point, Mr. Gude, don’t you feel that, 
psychologically, it is very important that producers themselves im- 
pose quotas or controls upon themselves if such controls become 
necessary ¢ 

Mr. Gupe. Yes. 

Mr. Brown. Don’t you feel that an individual will abide by his 
own quota better than he will a quota superimposed upon him by 
his Government ¢ 

Mr. Gupe. He certainly does—— 

Mr. Asernetuy. There is no such thing as a superimposed quota 
in any of the laws. The Government has not imposed quotas on 
anyone. 
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Mr. Gupr. No; I know they have not. But you often hear people 
say they do. This way a would not be able to say it. I know the 





Mr. Avernerny. And even though they do it themselves, they are 
still mad about it, and I do not blame them. 

Mr. Gupr. I do not say they would not be able to find a perfect 
quota system. But I do think that the allotments are more of a 
stimulant than anything else. 

Mr. Brown. Mr. Chairman, when General Motors imposes a quota 
upon itself of about 52 percent of its previous year’s production, they 
are unhappy about that, too. 

Mr. Asernetuy. That is right. 

Mr. Gupe. And when labor imposes on itself the fact, when it 
comes to wages—I mean, they won’t work unless they get a certain 
price, and they stand on that. They have that much power. 

But we do not have any power like that in any of the agricultural 
commodities. And I do not see how Congress—excuse me, go ahead. 

Mr. Jounson. Could we go to section 7 now ¢ 

Mr. Gupe. Yes, sir. 

Mr. Brown. Now, Mr. Gude, on section 7, in the event a program 
adopted under this act provides for establishing price levels paid to 
dairy producers for their milk, the prices shall ‘be considered lawful 
if they do not exceed levels which result in an adequate, balanced, and 
orderly flow of milk and milk products to the market at fair, equitable, 
and stabilized prices, determined as provided in section 12 

Now lawful prices under this—is it your interpretation th: ut a lawful 
price would be a fair price, considering the producer’s cost of pro- 
duction, and a price that would move a fair stabilized supply through 
normal channels of trade 4 

Mr. Gupr. Yes; I believe that is precisely what we have to have. 
And you see, the Board would have the ability to price the product, not 
necessarily at the top level as that is our responsibility, that is our 
worry. 

Mr. Jounson. Mr. Gude, I would mention, I believe you are on sec- 
tion 8; are you not? 

Mr. Gupr. Lawful prices. 

Mr. Brown. Excuse me. 

Mr. JonuNnson. Section 7 is on page 6. 

Mr. Gupe. Yes. That is the one Mr. Brown just read, and we went 
rer the section. 

Mr. Jounson. He was reading you section 8. 

Mr. Anernetuy. I think he meant to say section 8 on page 7. 

Mr. Brown. I am sorry. 

Mr. Gupe. I am sorry. 

Mr. Jounson. I wish to go over section 7, the Commodity Credit 
Corporation. 

What are the provisions? Youare borrowing up to $200 million ? 

Mr. Gupe. Yes, that is the provision in this bill. 

Mr. Jounson. How are you going to pay it back? 

Mr. Gupr. Through the stabilization fees. I do not know that that 
is necessary. I think if you put a stabilization fee on of double the 
amount they anticipate for the first year— 
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Mr. Jounson. What is your estimate that the stabilization fee will 
have to be? 

Mr. Gupe. It will have to be 55 cents on the figures we use, but we do 
not say they are accurate because they have changed since those fig- 
ures were made up. 

Mr. Jounson. Do you contemplate that consumption of cheese and 
butter and dried milk are going to go down with this raise in price ? 

Mr. Gupe. A lot of that, in my opinion depends on whether or not 
other agricultural products have the same right to raise their prices. 
If the competition for food products remains the same, then I do not 
think there would be any serious decrease. 

Mr. Jounson. How about the competition between butter and 
oleo ? 

Mr. Gupe. You have that competition, but if you raise the price of 
soybeans up to cost of production level, I think you would get the 
same differentiation in price, so there would be no advantage of one 
over the other. 

Mr. Brown. Mr. Gude, do you think that the production and con- 
sumption of any product should be encouraged if it cannot be pro- 
duced at a fair labor return and a fair profit ? 

Mr. Gupe. No; I do not believe that any group in the economy 
should be asked to subsidize the rest of the economy with their lives 
as well as with their money. That is where we are now. 

Mr. Brown. In other words, if people will not buy a bottle of milk 
at a price that will return a producer a reasonable wage of $1 an hour, 
plus a reasonable return on his money, then why should that producer 
produce it? 

Mr. Gupr. No one has been able to answer that question, but we are 
doing it. But we should not. 

Mr. Witxtiams. Why do they produce it now? 

Mr. Brown. I submit, sir, that the reason he does is that he has 
no alternative. 

Mr. Witxrams. Oh, yes, he has. 

Mr. Brown. What is his alternative, Mr. Williams? 

Mr. Witutams. He can go into another occupation. He is not con- 
demned to farming the rest of his life, if he is not satisfied. 

Mr. Brown. Do you feel he thinks it might get better next year, or 
that there might be an improvement in it ? 

Mr. Wiuuiams. I do not know what the individual reasoning is 
on it, but I say he is producing it now. 

Mr. Brown. Do you think we should encourage him to produce 
it if he cannot make a decent wage ? 

Mr. Witurams. No, I do not, but I do not think you are ever going 
to establish a cost-of-production price program without quotas. 

Mr. Gupe. No, I do not think so either. 

Mr. Witiiams. You are never going to do that. 

Mr. Gupr. No. 

Mr. Witxiams. If you just set up a program here with cost of pro- 
duction of $1 an hour to dairymen, why you would have ever y- 

Mr. Gupr. The milk would be flowing all over the place. 

Mr. Witu1aMs. That is right. So you might just as well start now 
figuring out some program of quotas. 

Mr. Gupr. Well, we turn out literature with our cost-of-production 
paper that has three different quota systems in it. We know that we 
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are going to have to have quotas. I think we should have them any- 
way. 

Mr. WiutraMs. I would very much like to see dairymen get the cost 
of production, but just to say that means nothing. 

Mr. Gupe. Not unless you have quotas with it. 

Mr. Brown. Mr. Gude, do you know of any production company 
in America in any field, other than farming, that does not have quotas, 
production quotas, and ‘sales quotas ¢ 

Mr. Gupe. No, they all do. I mean, your retail merchants, they 
come with built-in controls. All they have to do is shake their head 
yes or no to the salesmen. 

Mr. Brown. Do you think any factory would just turn the wheels 
lose to grind up full capacity, day and night, three shifts, regardless 
of whether they could sell at a decent price ¢ 

Mr. Gupr. No. If you did that in our economy, as advanced as it 
is, don’t forget our economy is so far ahead of anyone else in the world, 
with mechanical and technological developments, that the figures are 
astounding. ‘Two hundred American corporations produce some 50 
percent of the manufactured goods in the world, and we have learned 
to handle that technological development in industry. If you did 
what you have just suggested, if you went and did away with the labor 
unions, did away with the ability of say an automobile company to 
control the supply and demand and influence its price, if you put 
them back on the dairymen’s hours, if you put them back on the 12- 
hour day, 365 days a year, and then you took and put their wives and 
children back in the factories where they were not too many years 
ago—only it did not pay them because the Department of Agriculture 
does not figure that our wives and children should be paid, that is 
free family help—you would get your automobile production some- 
thing like four times, in a year, or what it was last year, and I am 
sure you would have people say there was an excess of human resources 
in the automobile business. That is what you do with farming 

Mr. Brown. Don’t you think one of the ‘basic troubles in farming 
today is that Farmer Jones has no idea what Farmer Smith’s plans 
are for production, what he is going to turn out or anything else? 

Mr. Gupe. That is precisely right. 

Mr. Brown. And is not this bill designed to give these farmers in 
the milk business a chance to know what their other fellow producers 
are producing, and to have some rhyme and reason and some sensible, 
orderly production process ¢ 

Mr. Gupe. It merely gives us a structure that would enable us to 
apply human intelligence of the law of supply and demand, the same 
as our fellow citizens do. 

Mr. Jounson. May I interrupt? I do not want to be impolite, but 
I am interested in getting into the record here what this bill has in 
it. The chairman has said he is going to stop at quarter of 12. Now 
I would suggest we go section by section so you will have a complete 
record here. 

On page 7, the Federal Milk Commission, do you want to explain 
that section? Maybe you have already explained it ? 

Mr. Gupr. Yes, I think we have. That principle is the same as 
the ICC, or any of the commissions. Where there is monopoly in 
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the economy, our country has always protected the public interest 
through a commission. 

Mr. Jounson. Is that a commission set up by the President ? 

Mr. Gupe. Yes. 

Mr. Jounson. He appoints them and selects them ? 

Mr. Gupe. Yes. 

Mr. Jounson. Now what does this Board of farmers that has been 
elected do, how do they work with this Board ? 

Mr. Gupe. The Board must present their schedule of prices to the 
Commission and prove to the Commission that those prices are just 
and fair, and there are several methods used. 

Mr. Jounson. What if the Commission decides the prices are too 
high, what happens then ? 

Mr. Gupr. Whenever the Commission, after a hearing had upon its 
own motion, finds that the price theretofore established and in effect 
is unlawful, the Commission shall determine the highest level of price 
which would be lawful and shall establish the same by order. 

Mr. Jounson. Is the Commission going to be in the Department 
of Agriculture? I mean, what department of Government do you 
expect this Commission is going to be in, the Department of 
Agriculture ? 

Mr. Gupe. Well, let’s go back——- 

Mr. Brown. It is an independent commission. 

Mr. Asernetruy. It is an independent agency under this bill ? 

Mr. Jounson. That answers that question. Now on page 9—— 

Mr. Brown. Would the gentleman yield? I submit that it would 
not get back to just where we are. Because under this law, and the 
Commission would have to administer this law and abide by this law, 
section 12 prescribes the processes the Commission must use, and the 
considerations. 

Mr. Anernetuy. We will get to section 12 in a minute, I see. 

Mr. Jounson. Now section 10, price schedules. 

Mr. Gupe. Yes. 

Mr. Brown. The Board submits a price schedule to the Commission. 
The Commission either approves or disapproves. Under section 12 
the bill spells out what considerations are to be taken into account in 
determining whether to approve or disapprove those prices. 

Mr. Jounson. Then under section 11 you take up what are unlawful 
prices. Would you care to explain that to the committee? 

Mr. Gupe. Well, of course, that would be a determination by the 
Commission, and there again you would have to go to section 12. 
They have the right to call in our books from these pilot farms that 
are set up to get the price on. If they find that we are finagling in 
any way and putting in a higher cost than actually exists, they of 
course, by order, can stop us. In other words, if we prorated a $200 
increase in the price of taxes into the price of 100 pounds of milk, and 
it turns out we are putting $300 in, it is up to them to protect the public. 

Mr. Jounson. Well, it would not be possible under these rules then 
for the Commission to set a price, as the Secretary now is doing ? 

Mr. Gupe. No. 

Mr. Jounson. Because you have a certain criteria that has to be 
taken into account by the Commission. 
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Mr. Gupr. Yes. We would be in a much stronger position than 
we are now. 

Mr. Jounson. I see. 

Mr. Brown. Could I interrupt, Mr. Chairman ? 

In determining the lawful price, the Commission under this act is 
obligated to make a cost accounting survey, an audited survey, of the 
actual production costs of at least 100 dairy herds in each region. 
That is 1,500 in the United States. That is exactly the way industry 
determines its prices. A feed company may have 100 feed mills 
scattered wba, the country, they may produce feed in one modern 
mill over in the East at a price of let’s say, $20 a ton, and in a less 
modern plant somewhere else they might produce feed at $30 a ton, 
and somewhere else it may be $40. But they do not sell the output 
of the $20-a-ton mill at a cheaper price, and the output of the $40-ton 
mill at a higher price, they strike an average level. This would be 
applying the same principle to dairy operations, and the 1,500 dairy 
herds would be selected according to accepted statistical methods. 

Mr. Jounson. Is that mentioned in the bill? 

Mr. Gupe. Yes. 

Mr. Brown. Yes. 

Mr. Jonnson. 1,500 herd ? 

Mr. Brown. To represent a reasonably adequate sample of class I 
and nonclass I producers. That is extremely practical; it is done 
every day in industry throughout the country. And actual costs are 
listed on how they are determined. Farm-grown feed, for example, 
would be assigne «dl to the cost of uot less than 85 percent of the whole- 
sale-market price of such feed in the area. Hired and family labor 
would be assigned to cost computed on the basis of wage rates for 
comparable work in milk manufacturing and processing plants in 
the area. Reasonable profit would be a return to dairy producers on 
invested capital equal to the average return on the net worth earned 
by milk manufacturers and handlers during the preceding fiscal 
period. The Commission is given certain euidelines by which to 
arrive at what is a lawful price. And certainly on the basis of those 
guidelines, and with the process for determining a price, I think it 
would be more scientific and more just than for “the Secretary to set 
an arbitrary, so-called parity price level. 

Mr. Anernerny. All right, Mr. Gude. 

Mr. Gupe. Mr. Johnson, does that answer your question ? 

Mr. Jounson. It does. 

Now how far have we gotten? We got through the investigations 
by the Commission. 

Mr. Gupr. And in that, you see, the Commission has the ability and 
the power to call in all our papers, everything that the Board would 
have, so that the public is sure to be protected completely. 

Mr. Jounson. And section 14 just takes up the rules of procedure? 

Mr. Gupe. The rules of procedure. 

Mr. Jounson. And section 15 provides for judicial review. 

Mr. Gupr. Right. 

Section 16, of course, is the amount of money for holding the con- 
vention and getting all these dairy farmers together. It sounds like 
an awful lot of money. 

Mr. Jonnson. What is this in section 16, something about $5 mil- 
ion ? 
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Mr. Gupe (reading) : 


There is hereby authorized to be appropriated, out of any money in the Treas- 
ury not otherwise appropriated, such funds as may be necessary to carry out the 
purposes of this act, not to exceed $5 million. 

That refers, of course, to the setting up of this commodity associa- 
tion for the purpose of pricing milk. 

Mr. Jonnson. Is that added to the $200 million on page 6 ? 

Mr. Gupr. No, that is an entirely different item. That is where the 
$12 per diem and the expenses come from. 

Mr. Jounson. They come out of the $200 million ? 

Mr. Gupe. No, 4 come out of the $5 million in section 16. 

Mr. Jonnson. Is that all that is to be used for, is the convention ? 

Mr. Gupg. Yes,and I do not think you would use $5 million. 

Mr. Brown. And also for the Commission to operate ? 

Mr. Guper. Yes, the salaries of the Commission would have to be 
paid. 

Mr. Jounson. That is all the questiofis I have to ask. 

Mr. Asernetuy. Are there any further questions? 

Mr. Jonnson. I should have said this at the start, We have a gentle- 
man from Cumberland, Wis., the Ninth District. He hasn’t much 
testimony, but I have been in his cheese factory up there, and he runs 
a very fine cheese factory. 

Mr. Brown. Mr. Gude, do you feel that dairy producers themselves 
can formulate a more practical dairy program than can the Congress 
of the United States that has to represent all people and the public 
interest ‘ 

Mr. Gupe. Yes, I think that the Congress would be willing to accept 
this policy, any reasonable program, if the Nassau Dairy Farmers 
presented it to the Congress, and I think they could come up with a 
program that would be satisfactory to the Congress. But it is the 
same story, it is a matter of getting them together, and that is why this 
bill asks for that setup. How much support it will get out in the field, 
we do not know yet. 

It has not been introduced long enough. 

Mr. Brown. Thank you. 

Mr. Apernetuy. Thank you very much, Mr. Gude. 

Mr. Gupe. We want to thank the chairman and the committee very 
much for hearing our testimony today. 

Mr. Asernetuy. I would like to insert in the record at this point a 
telegram from Mr. John C. York, executive secretary of Eastern Milk 
Producers Cooperative, indicating that the cooperative does not care to 
send a witness to testify, but will file a statement. Permission so to 
do is granted. 

(The documents referred to are as follows :) 

FPAst Syracusk, N. Y., May 16, 1958. 
MABLE D. C. DOWNEY, 
Clerk, House Committee on Agriculture, 
Washington, D.C.: 

Please be advised Eastern Milk Producers Cooperative will submit a statement 

for the record on May 21 or 22. This is in response your wire of May 15. 


JOHN ©, York, 
Baecutive Secretary, Hastern Milk Producers. 
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STATEMENT OF EASTERN MILK Propucers COOPERATIVE ASSOCIATION, INC., EAST 
Syracuse, N. Y. 


Eastern Milk Producers Cooperative Association, Inc., a qualified organization 
under the provisions of the Capper-Volstead Act, has a total membership of nearly 
10,000 dairy farmers and headquarters in East Syracuse, N. Y. This association 
is the largest dairy farmer bargaining cooperative in the Northeast. Our mem- 
bership is comprised of dairy farmers located in the States of New York, Penn- 
sylvania, and Vermont. These Eastern Milk Producers Cooperative Association 
members ship milk to the New York-New Jersey market, to the Boston market, 
and some secondary markets in the Northeast. 

For reasons set forth in this statement, Eastern Milk Producers Cooperative 
Association does not support H. R. 10043. 

Eastern Milk Producers Cooperative Association contends: 

1. While it would appear that the proposed self-help program would yield 
some small increase in net income to milk producers when the proposed 90 percent 
of parity support level is compared to the 1958-59 level of 75 percent it is doubtful 
that this legislation could maintain price supports at 90 percent of parity. It 
is also improper to assume that the Government will continue to maintain support 
prices at the relatively low level of 75 percent of parity. Eastern Milk Producers 
Cooperative believes it would be more realistic to assume that the self-help 
program itself, over the long run, would be able to maintain supports in the 
neighborhood of 85 percent of parity and that the existing Government price-sup- 
port program could and should establish and maintain supports at approximately 
the same level. Based on these realistic assumptions the self-help program would 
in actuality reduce the income of dairy farmers. 

Zz. Eastern Milk Producers Cooperative is convinced that the production 
control provisions of the Abernethy bill would have to be invoked immediately 
if the program were to function at the desired support level and within the 
minimum budgetary limitations established by the proposed 25 cents per hun- 
dredweight assessment on producers. However, we do not believe that the pro- 
duction control provision of H. R. 10048 is adequate since it does not spell out 
any explicit system. Consequently Eastern Milk Producers Cooperative feels 
the bill is objectionable. 

3. The Abernethy bill would separate the dairy-support program from price- 
support programs for other agricultural products by transferring the cost of the 
dairy program to the producers while presumably the Government would con- 
tinue to support programs for other commodities. If the dairy farmer is to be 
treated fairly, it is imperative that support programs for the various agricul- 
tural commodities be closely coordinated. H. R. 10043 is unsatisfactory because 
it would divorce dairy support from other commodity programs. 

4. H. R. 10043 requires the Commodity Credit Corporation to assume responsi- 
bility for the purchase of surplus milk that might result from shifting of pro- 
duction rising from control measures and price supports for other agricultural 
commodities. The practical impossibility of assessment of such surpluses 
would appear to render this provision of the bill virtually impossible to admin- 
ister. On the other hand, the very existence of such incidental surpluses could 
present an unmanageable problem to administrators of the self-help program 
itself. 

5. This proposed legislation provides for a 15-member Stabilization Board 
charged with the responsibility of establishing the level of price supports and 
maintaining this level through the purchase and disposal of surplus milk with 
certain specified exemptions. At the same time the Commodity Credit Corpora- 
tion would be charged with the responsibility to purchase certain specified sur- 
pluses and the Congress and certain administrative agencies would have the re- 
sponsibility of protecting the self-help program from imports of dairy products 
by adjustment of tariffs and/or import quotas. The extent and nature of 
governmental activities in this area would be determined by administrative 
decisions of the Stabilization Board. The prospect that the Federal Govern- 
ment might fail to take action advocated by the Board would seem to present 
a real peril to the stabilization program. 

6. The Abernethy bill provides that the Secretary of Agriculture may “veto” 
the plan if support prices were set at a level unacceptable to the Secretary. It 
is inconceivable that the Secretary would apply a different standard in the 
choice of support levels under the self-help plan from those he would establish 
under present Government support program. This is especially true when con- 
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sidering that the self-help bill is void of provisions which would tend to reduce 
production, aside from broad provisions for production control, or stimulate 
consumption. 

7. The success of the self-help program would depend upon complementary 
legislation and indicated action by governmental administrative agencies, 
H. R. 10043 does not, and probably could not, provide assurance of such com- 
plementary legislation and administrative action to be realized. 

8. H. R. 10043 would effectuate a quasi public monopoly for the dairy in- 
dustry. It is doubtful that the general public would accept such a plan. This 
bill also would establish a pattern of legislation that could be adapted to other 
industries. Should the self-help principles be applied to industrial products 
farmers must buy any advantages that might accrue to farmers from an other- 
wise successful program would be neutralized. 

9. A major part of any program for supporting prices of agricultural com- 
modities should and must rest with the Federal Government. It would appear 
that there is no feasible means of delineating responsibility between public 
bodies and governmental agencies engaged in establishing and implementing 
commodity price-support programs. Any program acceptable to such govern- 
mental agencies can be carried out as well if not better by governmental agencies, 
Eastern Milk Producers Cooperative contends that the energies of the dairy 
industry and these governmental agencies should be channeled in the direction 
of the development of adequate and proper price-support legislation administered 
by the United States Department of Agriculture entirely. 


Mr. Asernetuy. I might also add that I had a request some time 
ago from Congressman Laird and Congressman Tewes requesting that 
time be given Mr. Milo K. Swanton of the Wisconsin Council of Agri- 
culture Cooperative. We have notified Mr. Swanton, and I under- 
stand that he has sent word through Mr. Laird to the clerk of the 
committee that he does not desire to appear inasmuch as the council 
had a representative here the other day. 

Is that correct, Mrs. Downey ? 

Mrs. Downey. That is correct. 

Mr. Asernetuy. I am trying to reach everyone who wants to be 
heard. 

Now tomorrow there are, I think, three witnesses scheduled. 

We will stand in recess until 10 o’clock tomorrow morning. 

(Whereupon, at 11:50 a. m., the committee was recessed to recon- 
vene at 10 a. m., Thursday, May 22, 1958.) 
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THURSDAY, MAY 22, 1958 


House or REPRESENTATIVES, 
SuBCOMMITTEE ON Darry Propucts 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 
The subcommittee met pursuant to recess at 10:15 a. m., in room 
1310, New House Office Building, Hon. Thomas G. Abernethy (chair- 
man of the subcommittee) presiding. 
Present: Representatives Abernethy (presiding), Polk, Johnson, 
Williams, Tewes, and Mr. Quie. 
Aso present: Representatives Poage and Brown; and Mabel C. 
Downey, clerk. 
Mr. Jounson (presiding). The committee will come to order, please. 
I believe the first witness on the list in Harold Woodward, of Beth- 
any, Mo. He is representing the National Farmers Organization. 
Woud you come forward, please ? 
I believe we have your prepared statement. 
Mr. Woopwarp. That is right. 
Mr. Jounson. You may proceed. 


STATEMENT OF HAROLD WOODWARD, PRESIDENT, HARRISON 
COUNTY, MO., CHAPTER OF THE NATIONAL FARMERS ORGANIZA- 
TION, BETHANY, MO. 


Mr. Woopwarp. Mr. Chairman and members of the committee, the 
members of the National Farmers Organization and myself wish to 
express our appreciation for this opportunity to present our views 
concerning House bill 10043 and other proposed self-help dairy bills 
now before the committee. 

I am 34 years of age and I receive approximately one-half of my 
income from the sale of dairy products in the form of grade A milk. 
I farm 500 acres of land in the northeast section of Missouri. I am 
representing here the National Farmers Organization of which I am 
chairman of the Harrison County, Mo., chapter, and secretary of the 
Missouri Sixth Congressional District organization. 

I do not consider myself a highly efficient or successful farmer based 
on today’s standards. I do not have the capital or the credit to be 
what is considered necessary by some today to qualify as a successful 
farmer. In short, I am a clod-hopping dirt farmer but proud of it. 

My opportunity to discuss self-help dairy legislation before this 
committee was made possible by farmers from the Missouri Sixth 
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Congressional District who dug into their pocketbooks and bank ac- 
counts to raise nearly $400 in an amazingly short time to pay the 
expense of my trip in order that I might be able to appear, with a 
promise that if more was needed, it would be forthcoming. 

It is significant that much of ‘this money was contributed by grain 
farmers, swine producers, and farmers who make their living by rais- 
ing beef cattle, farmers who haven’t milked a cow for 20 years. 

The NFO wishes to vigorously support self-help legislation, be it 
dairy or any other farm commodity to which it could be a pplied. 
However, we do oppose some of the provisions of House bill 10043 
but agree almost completely with H. R. 12291, which was introduced 
by Congressman Brown of Missouri. 

I will now attempt to point out the provisions to which we are 
opposed and why we are opposed to these provisions contained in 
10043, as well as others. 

No. 1: We do not believe in block voting which would be allowed 
under House bill 10043. Block voting on the part of the cooperatives 
could be compared to allowing the cooperatives to case the entire vote 
of their membership for a man who was running for Congress, or 
any other political office. This certainly could not and would not 
be allowed by the citizens of the United States. The principle of 
allowing the individual to cast his own vote in the way in which he 
chooses is the backbone of our whole system of government, which 
fact you gentlemen well know. You have a man whose job never 
ceases, over the weekend, nor the year around, a man who is per- 
forming possibly the most valu: able service to the people of this 
country in his production of dairy products. Let him do his own 
voting; do not trust this to anyone ‘else. Let him nominate and elect 
fellow dairymen to the Stabilization Board, dairymen who are ac- 
tually engaged in the production of milk. 

Through ‘the ages, mankind has worked and died for this privilege. 
The privilege of being able to cast your own vote must not be denied 
to anyone. 

No. 2: The business of parity. A checkoff will be conducted to 
allow dairymen to support the price of dairy products at percent of 
parity. Many statements have been made in recent years about parity 
and what it means. I must confess that I find myself and the mem- 
bers of the NFO very confused as to just what parity does mean. 

Our understanding of parity is an amount which a product must 
bring in order for the farmer to be able to purchase a given amount 
of products, which he must use in the operation of his business, in 
order to maintain his business and retain his standard of living. Here 
we have a bill, No. 10048, which would only allow the dairy farmer 
to sell his products at a percentage of parity. We also find that if 
90 percent of parity is $3.93 per hundredweight this year, next year 
90 percent of parity will be sure to be less than $3.93 per hundred- 
weight. 

In view of this fact, we, as farmers, find the prices we pay Inter- 
national Harvester Co., John Deere Co., big still, car manufacturers, 
and so forth, are higher every year, sometimes every month, and 
sometimes from one week to another. Parity, it would seem, is not 
a fair measure now for the farmer. 
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Car manufacturers, machinery manufacturers, do not base the sale 
of their products on a percentage of parity, or even 100 percent of 
parity. In fact, we have evidence which leads us to believe some 
machinery manufacturers have as much as 750 percent markup on 
some of the items which they sell to farmers. The NFO would urge 
this committee and the Congress to allow the dairy farmer to base 
the price of his product on the average cost of production plus a 
reasonable profit. 

If the dairy farmers vote to accept the self-help bill, they will be 
paying for the disposal of their own surplus production in order to 
guarantee the consuming public an adequate supply of dairy prod- 
ucts. Allow the dairyman a decent return for the labor, investment, 
management, and knowhow involved. 

No. 3: Provisions which allow the Secretary of Agriculture too 
much authority, in the opinion of the NFO, to prevent ‘the dair yman 
from receiving a fair price for their product. Certain provisions 
must be aa in the event dairy products are pric ed too high by 
the Stabilization Board in relation to the consumers’ purchasing 
power. Looking at the situation from a selfish standpoint, NFO 
would like to see Stabilization Board regulated by the same means 
which the car manufacturer, steel manufacturer, machinery manufac- 
turer, and other companies are regulated, who produce and sell the 
goods and services farmers must buy. 

How else can dairy farmers or any other farmers for that matter, 
continue to buy these goods at today’s prices and retain their farms? 
There are those who say we must increase our efficiency, seek out and 
devise new markets and ‘find means to increase the consumption. What 
good is efficiency if in | more efficient we simply produce 
more for which we receive less? Efficiency does have a place in every 
farming operation. We have had for years a tremendous educational 
program by the Department of Agriculture, the land grant colleges 
and others, a program which has vastly increased the production of 
food and fiber. However, the educational program did not include 
any means whereby the farmer could receive a fair price or even any 
measure of stability or bargaining power so that he might benefit 
from his more efficient and increased production. More efficiency on 
the part of the farmer should be of benefit to him as well as to the 
processor ; as a result of these conditions we find ourselves as farmers 
no further advanced in being able to receive a fair price at the market 
place, than did farmers before the birth of Christ. 

The same people who say we should increase our efficiency without 
benefiting from this increased efficiency also advocate increased con- 
sumption of dairy products. Again, any business should be anxious 
to increase consumption of its produc ts, but no amount of increased 
consumption which is possible at this time can solve the price problem 
of dairy or any other major farm commodity. 

We have at the present time a program of collecting money from 
dairy farmers to be used for advertising and promotional purposes 
in the hope of increasing consumption and I honestly believe that 
this program has been fairly successful from the increased consumption 
standpoint. 

Now let’s take a good look at the situation. Would any business- 
man in his right mind spend money to advertise a product which he 
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produces without being able to say one word about the price he will 
receive for what he has produced? Would the banker loan money 
on an operation of this sort? Of course not. Businessmen operating 
in this manner would be scattered to the four winds as have farmers 
in the past few years. Since the beginning of the advertising and 
promotional program, the prices that other dairy farmers and I re- 
ceive for our milk in the Kansas City milkshed has dropped nearly 
one-third, while the cost of the goods and services I must purchase to 
operate my business has steadily continued to rise, as has the price of 
dairy products at the consumer level. 

The processor has an ideal situation; he can price his product to the 
consumer at the level he wishes and then tell the farmer what he will 
allow him for his milk. 

Who sold the dairy farmer on the idea of advertising dairy prod- 
ucts anyway! Was it the processor who now receives the profits from 
the sale of the milk, the processor who has encouraged the dairy 
farmer to promote the sale of products that he, the processor, sets 
the prices on? Consumption cannot possibly in this generation ex- 
ceed production, barring war or an act of God. 

Advertising is an accepted part of a successful business, but you 
must also have a say in pricing your product and a profit to have a 
successful business. 

The most significant thing concerning my trip to Washington and 
the NFO’s attempt to encourage this committee and the Congress 
to enact in this session self-help legislation is that so many farmers 
of various commodities contributed to make my trip possible. The 
farmers engaged in the production of commodities other than dairy 
knew full well that this was a hearing strictly on dairy legislation. 

Farmers of the Midwest are at the present time faced with the 
most serious threat that agr ieulture has ever faced; vertical inte- 
gration, the complete encirc lement of the entire operation of produc- 
tion, feeding, and processing under one management. 

At the present time, Mr. Chairman and members of the committee, 
there is one di airy that is promoting vertical integration in our section 
of the country in the dairy industry. 

The feed companies and packing plants of the Midwest have now 
launched a program of integration into the farming business and are 
pursuing a program of forcing farmers to participate whether 
they like it or not. The farmers in the State of Missouri stand to 
lose 60 percent of their present income. In Iowa they will lose 80 
percent. Other States in the Midwest stand to lose in proportion 
to the amounts of their income, which is derived from the sale of 
livestock, being left with nothing to produce except grain, and then 
being thrown to the mercy of the feed companies and packing com- 
panies for the sale of the grain. 

Vertical integration is a program which will reduce the Midwest 
farmer to the status of a peasant or a peon, and will place him in the 
positi on of being a hired hand on his own farm. 

Vertical integration is a captive practice: It will bring about 
forced production ; it appears to offer the producer a premium for 
his product; it forces him to buy his feed from the company with 
which he has signed an agreement; it forces the farmer to use the type 
and amount of equipment prescribed by the feed company; it forces 
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the farmer to purchase the amount of feed prescribed by the feed 
company; it forces the farmer to carry out the s sanitation and man- 
agement practices prescribed by the company; it forces the farmer to 
market his livestock when the packer wishes and at the location the 
packer designates; it forces the farmer to furnish the labor to carry 
out this operation and also the capital and the land. 

These things the farmer must do among many others for which he 
receives only a very poor promise of anything i in return. In fact, in 
many instances he will receive less than nor mal for his products. An- 
other particular feed company has a contract whereby they supposedly 
lease gilts to farmers for which the farmer pays the company as much 
as $70 per litter per gilt. In other words, $150 interest in 1 year’s 
time on a $50 gilt plus the fact that they have a captive account 
whereby the farmer is forced to purchase feed, a feed which costs as 
much as $200 a ton in some instances. 

These, along with many other conditions contained in the various 
contracts that are being promoted throughout the Midwest are purely 
and simply exploitations of the farmer. It is a system which will 
create a condition which can only be compared to the exploitations 
as history has recorded them in many foreign lands. It must also 
be comp: ared to the feudalistic systems for which the United States of 
America has spent and continues to spend many billions of dollars 
to stop or prevent in other countries. The blood of American service- 
men has flowed freely on many a foreign land to destroy this sort of 
thing where it exists, and to prevent its spreading to the United 
States of America. 

Upon showing these integration contracts to Congressmen and 
Senators in Washington, I find everyone up to now seems amazed that 
any farmer would sign any such contract. The thing we must consider 
is the fact that at the present time more than 6,000 agreements have 
been entered into by farmers with 1 feed company : alone. The Brook- 
lyn Bridge has been sold m: iny times and likewise many vertical inte- 
gration contracts have been signed. It is surprising to think that feed 
companies and packing plants who owe their very existence to the 
farmers are now devising means to completely destroy the farmer as 
he exists today. 

In all fairness they must be considered at fault in this venture, but 
we must also consider some of the other conditions which have helped 
to bring about vertical integration, such as runaway efficiency without 
a price. The real villian who stands behind the whole conditions, the 
food chainstore, has entered into the live stock, feeding, and packing 
business, forcing packing companies and feed companies to enter this 
battle of giants at the expense of the American farmer. 

I discussed vertical integration before this committee consider- 
ing self-help legislation because integration will destroy not only the 
swine producer, the cattle feeder, but also the dairyman as it has the 
broiler producer. All farm commodities look to self- -help dairy legis- 
IAtion as a partial means to prevent integration. The time is short 
for all, including the dairyman, so again [ur ge immediate and quick 
action. 

NFO would urge this committee to recommend to the Congress, 
legislation which will restore purchasing power and dignity to the 
American farmer. The ec onomy of our Nation could not afford a fur- 
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ther loss in purchasing power on the part of the farmer. In fact, if 
our Nation is to recover from the present recession, the purchasing 
power must first be restored to the American farmer. The loss of 
such purchasing power has been the cause of the present recession and 
those suffered by the United States in the past. Further loss in pur- 
chasing power as advocated by the President of the United States and 
the Secretary of Agriculture would at this time be disastrous. 

Mr. Chairman, I am attaching for the record two copies of vertical 
integration contracts of the type I have discussed in this statement. I 
think that after examination, the members of the committee will agree 
with me that such practices as illustrated by these contracts pose 4 
very serious threat to the welfare of the individual, family sized farm 
which has made American agriculture great. 

(The documents referred to follow :) 


This agreement is made this ____ day of --__--_-_ , 906.., betweea a.2u5. 4 
skaltcenadateas , Inc., hereinafter known as the company, and 
hereinafter known as the livestock producer. 

A. The livestock producer and the company mutually agree that the company 
shall retain title at all times to the breeding stock herein leased, and that the 
company shall have title to all of the progeny of said breeding stock, such title 
to the progeny to be divested only under the terms of this agreement. 

B. The livestock producer agrees: 

1. To lease from company the following-described livestock (hereinafter 
I a a asia a when AER ; 
for a service and inspection fee of three dollars and seventy-five cents ($3.75) 
per head for a total fee of $.____.______ , payable at the time the contract is 
signed. 

2. To use the breeding stock described above on his own premises and not 
for any other person or on any other farm without express permission from 
the company in writing. 

8. To inoculate against hog cholera and erysipelas all progeny of the 
breeding stock, all at the expense of the livestock producer; and to pay any 
und all veterinary and/or medical bills incurred in the farrowing, rearing, 
inoculation, worming, and management program of the breeding stock and 
their progeny. 

4. To keep the female breeding stock until a minimum of two (2) litters 
have been farrowed and weaned and for an additional three (3) to four (4) 
weeks thereafter. Permission to keep the breeding stock for more than 
two (2) litters must be secured from the company in writing. 

5. To give the company or its representative a minimum of three (3) 
weeks’ notice of his intentions to relinquish possession of the male breeding 
stock to the company. 

6. That he will feed and care for the breeding stock in the proper manner ; 
attend the progeny at farrowing time; clip “needle” teeth at two days of 
age; castrate the male pigs at four weeks of age; arrange for a licensed 
veterinarian to vaccinate all progeny at six weeks of age: wean at eight 
weeks of gae, if not weaned earlier; and worm at ten weeks of age and 
otherwise follow the management program set forth in the ~_---------. 
Products Manual. 

Te 2 EEE COUN cosectam mance field representative, the ~.---------~-- 
hitless aa metas feed dealer or the ______._-___-_~ livestock director if hogs 
are in an unhealthy condition or appear to be suffering from a disease or 
ailment common to swine. If death of the company’s breeding stock results, 
the livestock producer shall immediately get in touch with the company 
representative, who will inspect the carcass and make recommendations for 
treatment or handling of the balance of the herd. If the company’s repre- 
sentative is unable to inspect the carcass, a rendering plant receipt with 
a description of the carcass must be secured and mailed to the company. 

8. To purchase the amount of —_.--------- feeds (as required) to take 
the female stock through lactation and gestation periods and the progeny 
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from birth to market. Assuming the average of 8 pigs per litter, the follow- 


ing maximum amounts of supplement feeds would be required for each 
litter : 


innit dcbbhis aldnied tia Contesivate 405.65ei68 oe 200 Ibs. 

besides dick taag amet Supe? Pig Starter: i022. 4355 3 ee 400 lbs. 

sh st cid naps Sip Wether da ela nsi cnies ai dba Shag i spckbedea anaes, eres ae ie te 400 lbs. 

1, 000 Ibs. 

is EIN U.  Sais derasitbeteicraes premises and supplemental feeds for making all 
swine rations are outlined in the __________ Products Manual. Use the 


anita eles product and recommended rations best suited to your individual 
conditions and needs. Supplemental feed for the breeding stock should be 
charged to the following litter three weeks after weaning or at breeding 
time. 

9. To take delivery of supplemental feeds as follows: 

(a) At the time the livestock is delivered to the producers farm; 
enough supplemental feeds to carry the breeding stock until farrowing 
time. 

(b) At farrowing; enough supplemental feed and pig starter to 
carry the breeding stock and pigs through the lactation period and up 
to weaning. 

(c) At weaning time; enough supplemental feeds to take the progeny 
to 100 pounds and the breeding stock through the next gestation period. 

(d@) When progeny weighs 100 pounds; enough supplemental feed to 
carry the progeny to market weight or 220 pounds. 

10. To have enough corn and oats or other suitable feed grains on hand 
or otherwise arranged for to supply approximately 100 bushels of corn or 
its equivalent for each litter farrowed. 

11. To give the company or its representative two weeks’ notice (oral 
or written) of the livestock producer’s desire to maket the progeny or to 
relinquish possession of the breeding stock covered by this agreement. 
The company agrees: 

1. To supply the livestock producer with the number and kind of breed- 
ing stock specified in paragraph B-1 above. 

2. To have its representative make periodic. inspections of the breeding 
stock and to offer management suggestions which may improve the health 
and increase the feeding efficiency of the livestock. 

3. To promptly transfer title to all of the progeny except one top quality 
gilt for each litter to the livestock producer at market time or at such time 
as the progeny shall weigh 220 pounds, after payment at that time by the 
livestock producer of all sums due the company for feed or other products. 
This one gilt for each litter to be selected by the company’s area livestock 
director without regard to the specific litter to which it belongs, shall 
remain the property of the company. 

4. To arrange for the marketing of the company’s share of the progeny 
at market time or at 220 pounds and for the disposal of the breeding stock. 

5. To carry its own insurance on the breeding stock to cover: 

(a) Fire 

(b) Theft 

(c) Windstorm damage 

(d) Death from any cause (except wrongful acts or negligency on 
the part of the livestock producer ). 

D. The company will furnish, at the retail prices in effect on dates of delivery, 
the amount of supplemental feeds (with the exception of the grain) necessary 
to carry the breeding stock for the contract period and the progeny to market 
age or to such time as they shall weigh 220 lbs. said supplemental feeds to 
be paid for without interest by the livestock producer when the progeny is 
marketed, or the contract terminated as provided in paragraph I below. 

BE. The livestock producer assumes no liability for the loss of breeding stock 
due to causes other than the livestock producer’s wrongful acts or negligency. 

F. The lease arrangement herein provided shall continue untit ail of tue vreed- 
ing stock and the Company’s share of the progeny produced under this agree- 
ment have been marketed or removed from the Livestock Producer’s premises 
by the Company and all indebtedness due the Company by the Livestock Pro- 
ducer is paid in full. 
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G. The livestock producer agrees that he will not sell or dispose of any of the 
breeding stock, or of the progeny while title thereto is in the company, with- 
out the written consent of the company to do so. If the livestock prodcer is 
instructed to market the breeding stock of the company’s share of the progeny 
(that share established in paragraph C-3 above) they shall be marketed in 
the company’s name, and the proceeds of the sale shall be paid directly to the 
Company. 

H. The livestock producer grants the company’s representative the right to 
inspect the breeding stock and their progeny at any reasonabie time. 

I. The livestock producer agrees that he shall not sell, assign, or pledge this 
contract without the written consent and endorsement of the ____ livestock 
director hereon, and that the terms and conditions hereof shall be binding upon 
the heirs, executors, administrators, or successors, of the parties hereto. 

J. If for any reason the -___---_ livestock director, in his sole discretion, 
determines that the company’s breeding stock and/or progeny, or its investment 
therein, are in jeopardy, the Company shall give the livestock producer a mini- 
mum of three (3) days’ notice in writing of this determination, shall be suffi- 
cient if it is addressed to the livestock producer at that address which appears 
on this contract and is sent to him by United States registered mail. Upon 
the expiration of such period the company may, with or without legal process, 
enter the premises and remove its breeding stock and its progeny. In the event 
livestock producer had not become the owner of the progeny to which he would 
ordinarily be entitled under paragraph C-—8, the company will allow the livestock 
producer for such progeny an amount equal to the price then being paid for 
comparable feeder pigs in the livestock producer’s locality. The company may 
withhold from such amount and remit to itself any sum then owed it by the live- 
stock producer. If amount of such allowance is less than such indebtedness, the 
livestock producer agrees to promptly pay the company the deficiency. If said 
amount is more than such indebtedness, the company shall promptly remit the ex- 
cess to the livestock producer. The term “progeny” is used both as singular and 
plural appropriate in the context where used. 


(Livestock producer) : ( Vice President) 


Approved by: 
(Livestock I director) 


(Feed Dealer) 


(Area Livestock Director) 


REVISED Drart (St. Josepu ) AGREEMENT No. 2 


DEAR Str: We wish to confirm our discussions with you relative to the mar- 
keting of hogs produced by you in accordance with the Ful-O-Pep Plan for Mod- 
ern Meat Hog Production. 

As you know, improved quality of pork produced is necessary if the trend to- 
ward declining pork consumption per capita is to be reversed. The cooperation 
of the hog producer, the feed manufacturer, and the meatpacker is required in 
order to improve the quality of pork and produce it at a price which is competi- 
tive with other meats. 

The Ful-O-Pep Plan developed by The Quaker Oats Company is designed to 
produce high quality pork at a low feed cost. We believe you have much to gain 
by following the Plan, and we are prepared to give you the benefits outlined 
below if you participate in it. 

You may participate in the Plan by doing the following: 

1. You will provide the proper facilities and equipment necessary to maintain 
approximately ______ gilts and sows and ___~- _._ boars of an acknowledged 
meat producing breed or breeds of hogs. 
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2. You will comply with all breeding, growing, care, and feeding practices set 
forth in the Plan, and will maintain a farrowing schedule which shall be mutu- 
ally agreed upon between yourself and The Quaker Oats Company field repre- 
sentative. 

3. You will keep adequate records showing that your breeding, farrowing, and 
feeding operations comply with the Plan, and you will allow The Quaker Oats 
Company field representative to examine such records at any time during your 
usual working hours. 

The Quaker Oats Company will pay you a premium of $0.25 per live hundred- 
weight for all meat type hogs produced by you under the Plan, which Armour’s 
buyers estimate will have a primal yield of the four lean cuts of over 50%, 
This premium will be paid whether the hogs are sold to Armour & Co., or to a 
higher bidder. 

Armour and Company will provide you with a market for all hogs you wish to 
sell and for its part agrees to purchase from you all such hogs which you tender 
to it at an Armour Concentration Yard, or the nearest Public Market, at your 
option, on the following terms: 

1. All purchases will be made on the basis of live grading by Armour buyers. 

2. All purchases will be made on the basis of delivered weights and the weigh- 
ing shall be done on the state inspected scales. 

3. The Armour quotation or the published market nearest the delivery point for 
average or No. 2 hogs shal be used as a basis for the purchase of hogs at Armour 
Concentration Yards. The practical-packer top for average or No. 2 hogs shall 
be used as a basis for purchases made at public markets. A base or average No. 2 
hog is one that will produce a primal-cut yield of 47 to 49 percent of the chilled 
carcass. 

4. For all No. 2 hogs weighing between 200 and 225 pounds, and for which 
Armour’s buyers estimate a 47- to 49-percent primal yield of the four lean cuts 
(hams, loins, picnics, and butts), you will be paid the Armour quote or practical- 
packer top, as the case may be. For each 1-percent yield over 49 percent for 
the four lean cuts, Armour will pay you an additional 25 cents per live hundred- 
weight. 

The basis for payment will be as illustrated in the following table: 


Primal cut yield Basis of payment 
47%o-49% Armour Quote or practical packer top: 

Over 49%-50% +$0.25 per live hundredweight 
Over 50%-51% + .50 per live hundredweight 
Over 51%-52% + .75 per live hundredweight 
Over 52%-53% + 1.00 per live hundredweight 
Over 538%-549% + 1.25 per live hundredweight 
Over 54%-55% + 1.50 per live hundredweight 


5. For all other hogs which do not meet the requirements of confirmation, finish, 
and primal yields of an average or No. 2 hog, Armour will pay the actual value 
for such hogs. 

6. Inferior hogs having scars, tumors, skin infections, arthritic joints, any 
apparent deformity or lack of condition, or are sick or diseased, will be purchased 
at their actual value and subject to Government inspection. 

7. Hogs produced under this agreement may be’sold to the highest bidder at the 
option of the producer. 

We will not terminate this agreement without first giving you 30 days’ prior 
written notice; however, such termination shall not affect our obligation as to 
hogs then on feed. 

If the foregoing is agreeable, kindly sign the enclosed copies of this letter and 
return one copy to each of us. 

Yours very truly, 
THE QUAKER OATS COMPANY, 


ARMOUR AND COMPANY, 


Accepted this —~_--~- spac akin cence GRO 
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Mr. Woopwarp. In conclusion, just a word about the NFO. As you 
know, it is a new organization, a new farm movement. I make ‘the 
following statement here without any reservation whatsoever. It is 
an organization whose officers are in closer contact with its members 
than any other farm group I know of. Officers of the NFO are in 
direct contact with the grassroots. NFO is termed, by some, as radi- 
cal. Of this I am proud, because the people of agriculture today 
must have, due to the conditions which exist, legisl: ation adopted by 
the Congress of the United States which is radically different from 
any farm legislation ever passed. Gentlemen I thank you. 

Mr. Asernetuy (presiding). Thank you very much, Mr. Woodward. 

Are there any questions? 

Thank you, Mr. Woodward. 

Mr. Jounson. Mr. Chairman, before you call the next witness, Mr. 
John Gurtner, who is in the room, was asked a question by the chair- 
man yesterday, and I believe before he got a chance to answer some- 
thing happened. 

Mr. Asernetuy. I interrupted him. 

Mr. Jonnson. And he has a one-page statement he would like to 
put in the record in answer to the chairman’s question. 

Mr. Asernetuy. Without objection, it will be incorporated in the 
hearings of yesterday. 

Our next witness is Mr. Christianson. 


STATEMENT OF EDWIN CHRISTIANSON, VICE CHAIRMAN OF THE 
EXECUTIVE COMMITTEE OF THE NATIONAL FARMERS UNION 
AND PRESIDENT OF THE MINNESOTA FARMERS UNION, ACCOM- 
PANIED BY JOHN BAKER, ECONOMIST, NATIONAL FARMERS 
UNION, AND PAUL UPSAL, PRESIDENT OF THE SOUTH DAKOTA 
FARMERS UNION 


Mr. Curistianson. Mr. Chairman and members of the committee, 
my name is Edwin Christianson. I am vice chairman of the executive 
committee of the National Farmers Union and president of the Minne- 
sota Farmers Union. 

Appearing with me today is the economist of the National Farmers 
Union and legislative representative, John Baker, and Paul Upsal. 
president of the South D: ain Farmers Union. 

You have been hearing witnesses, studying the facts of the farm- 
income recession, and trying to arrive at feasible and workable legis- 
lative means to enable farmers to earn and receive incomes that are 
more nearly adequate. I am sure that, by now, you are fully familiar 
with all of the detailed facts of the situation as well as the major 
points involved. I shall not, therefore take any of our time to go 
over material with which I know you to be : already fully aware. 

Members of the committee are familiar with the principles of the 
full-parity, farm-income improvement program adopted by our nation- 
al convention. These have been presented in other appearances before 
your committee by our representatives covering a comprehensiv @ sys- 
tem of bargaining-power programs for various commodities, inc luding 
milk 

Responding to the request of your chairman, we have tried for to- 
day’s hearing to develop, and draft in legislative language, a milk- 





i cal nl 


nn ene 


DAIRY PRODUCTS PRICE SUPPORT 669 


price and income-protection proposal, which we feel will be a step in 
the right direction and which will meet major objections to other pro- 
posals that we and others have advanced that have been emphasized 
in your earlier hearings. 

The draft of our proposal is attached. We shall discuss the pro- 
posed bill, section by section. However, if the committee prefers, it 
will be satisfactory with us to proceed informally discussing each sec- 
tion of the draft as we go along. I would suggest that I very quickly 
read the proposed bill ‘and come back to the immediate sections, be- 
cause some of the sections in the later portions of the bill will clarify 
some of the questions that might be asked on earlier sections, 

Mr. Anernetuy. All right, sir; proceed. 

Mr. CurisTiANsON (reading) : 


A BILL To provide for the mandatory protection through March 31, 1962, of the returns 
to producers on milk used in manufactured dairy products; to promote orderly market- 
ing of an adequate supply of milk and dairy products, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That this title may be cited as the 
“Dairy Marketing Act of 1958.” 

Sec. 2. It is recognized that dairy products are strategic commodities essential 
to the health, welfare, and security of the Nation and that the desired domestic 
production and consumption of such dairy products is hindered by the depressing 
effects of low prices to the producers, by wide fluctuations in supply and price 
to the consumer, and by impaired purchasing power of the consumer. 

Sec. 3. It is hereby declared to be the policy of Congress, as a measure of na- 
tional security, and in promotion of the general economic welfare, to provide 
mandatory protection of returns to producers at not less than 90 per centum of 
the parity price on milk and butterfat used in manufactured dairy products for 
the marketing years ending March 31, 1960, March 31, 1961, and March 31, 
1962, in order to maintain the productive capacity of the dairy farming indus- 
try, and to provide orderly marketing of an adequate national supply of milk and 
dairy products. 

Mr. Tewes. Mr. Chairman, could [ interrupt? 

Is this a self-help bill? 

Mr. CuristiaAnson. No; it is not. 

Sec. 4. For the purpose of this Act— 

(a) The term “Secretary” means the Secretary of Agriculture, “Department” 
means the Department of Agriculture, and “Advisory Committee” means the 
Federal Dairy Advisory Committee. 

Mr. Tewes. Mr. Chairman, isn’t that the purpose of these hearings; 
to have testimony on self-help bills ? 

Mr. Asernetruy. Technically, that is the purpose. The Farmers 
Union had views that it wanted to present, and I did not see how I 
could deny it the privilege. Whatever the members of the committee 
want to do about it 

Mr. Jounson. I think what we are trying to do, Mr. Abernethy, is 
to work out some solution to the dairy problem, and I think we are 
hearing all sides. , 

Mr. Anernetuy. I am in the middle; I will let you all fight it out. 

Mr. CuristiaAnson (continues reading) : 





(b) “Commodity Credit Corporation” means and shall include the Commodity 
Credit Corporation as now or hereafter constituted and any successor or other 
Federal agency authorized to perform similar functions. 

(ec) The term “milk producer” means an individual, or any other entity 
engaged in the production of milk or cream for sale or consumption elsewhere 
than on the dairy farm at which it is produced. 
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(d) The terms “milk,” “butterfat,”’ and “dairy products” mean bovine milk 
and butterfat, respectively, including any classification, type, and grade thereof 
and such products manufactured wholly or in part or both of either as may 
be designated by the Department. 

(e) The term “marketing year’ means the 12-month period beginning April 1 
of each year. 

Sec. 5. The Secretary shall, through the Commodity Credit Corporation, pro- 
tect the returns of producers on milk and butterfat used in manufactured dairy 
products. 

The producer's returns shall be protected at such level as the Secretary de- 
termines will give the necessary incentive to accomplish the declared objectives 
of this act, but, in no case, shall be less than 90 percent of the parity price. 
The Secretary may increase the level of protection to producers returns at 
any time that it may appear to him that the production may fall below the 
desirable national level. 

Mr. Asernetuy. How does he accomplish the protection? You say, 
in no case shall it be less than 90 percent of the parity price 

Mr. Curistranson. In section 88, we have a parity pay ment—— 

Mr. Apernetnuy. All right. 

Mr. Tewes. Mr. Chairman, getting back to my question, I have not 
had a chance to reflect, but it just seems to me that if we advertise 
these hearings as being self-help hearings and we limit other testi- 
mony to the bills that are before us, the same rules ought to apply to 
these witnesses. 

I am anxious to hear the National Farm Union’s opinions on self- 
help proposals which are pending before Congress, but it seems to me 
manifestly unfair to permit them to make their own proposal here 
today if it is not self-help. I do not know how many other groups 
there are in the Nation who would have other proposals somewhere 
between government controlled programs or self-help, or variations 
of self-help. 

I believe it would only be fair that these people should testify on 
self-help proposals. If then we want to hear other proposals, new 
hearings should be held which are billed for that specific purpose. 
This legislation should be made available to those who disagree so as 
to give ‘them an opportunity to testify on this specific proposal. 

Mr. Anernetiy. I do not know of anyone ake has asked for the 
privilege of being heard that has been cut off. 

Now here is what I tried to do. I went through the files of the 
committee and listed each and every organization and individual who 
had requested some time of the committee to be heard. This is the 
last witness, the Farmers Union is the last witness of all of those 
whose names appeared in the file. Not a single request for time by 
a farm organization or by a dairy organization has been denied, they 
have all been given an opportunity. 

Now whatever the wishes of the committee are, if the cominittee 
does not want to hear these gentlemen on this bill, of course it is 
perfectly all right with me. But I just did not see how I could take 
the responsibility of telling an organization, which is national in 
scope, that it could not be heard before the committee on the question 
of dairy legislation. So it is perfectly all right, whatever the com- 
mittee wants to do about it. 

If the gentleman wants to make some kind of a motion, I will put 
the question to the members of the committee. 

Mr. Potx. Mr. Chairman ¢ 

Mr. Apernetuy. Yes, Mr. Polk. 
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However, I am not going to make a decision myself because I do not 
feel that I should. 

Mr. Po.tx. As one member of the committee, Mr. Chairman, I would 
like to hear what the National Farmers Union is proposing. I know 
that representatives of the National Farmers Union have listened to 
much of our testimony here, and as we all know there has been quite 
a bit of criticism of the so-called self-help program. A number of 
witnesses have appeared in opposition and have pointed out rather 
cogent arguments in opposition to a self-help program. 

Now, it seems to me, that when the National Farmers Union comes 
up with what may be a compromise suggestion on the subject of dairy 
proposals, I at least would like to hear what they have to say, Mr. 
Chairman. I think that they are to be commended for trying to come 
up with some solution to a very difficult and controversial problem. 

Mr. Poacr. Mr. Chairman. 

Mr. Avernetuy. Mr. Poage. 

Mr. Poace. I am not a member of this subcommittee, but as a mem- 
ber of the committee, and having had some experience on some of these 
other subcommittees—we have reported to the full committees on 
some other bills—it just seems to me that if you were to follow the 
yolicy of being so supertechnical that you would not let a man testify 
leceumh you had at one time been considering a special kind of legis- 
lation, that you are not going to get very far. 

There have been a number of other subcommittees that have re- 
ported, recommended legislation to the full committee. I certainly 
intend no criticism of this subcommittee but you have a very difficult 
problem, I know, and certainly I recognize that you should go into 
it completely and thoroughly, and I appreciate what the chairman 
of the subcommittee has been trying to do here. 

But if you refuse to hear these people on some technical ground, you 

vannot be achieving anything except spinning wheels and Ww asting 
time, and time has just about run out. I do not know of a better 
way of avoiding any legislation at all than to just rely on these tech- 
nicalities of postponing and using another day and another day ; be- 

‘ause the time is just about out, and there is not going to be’ any 
legislation unless we get something recommended to the full com- 
mittee ;and that within the next few days. 

It seems to me that it is just entirely out of keeping with what I 
believe is the desire of the subcommittee: to tr y to get some legislation. 

To say that we won’t hear this man today because we are going 
to hear from self-help people and these people are not for self-help— 
they are against it; and, therefore, we are not going to listen to them 
because their views are not what we at one time thought we ovght to 
have. 

Now, I have read the proposal, and I would not commit myself to 
vote for it as it is written. But, frankly, it seems to me that it holds 
just as much possibility of being a basis for building something on 
as anything else I have seen; and you have to get some kind of a 
basis, here, to build on. 

You have to have some foundation, something you can put the 
house together on. If you do not get it in the very near future, you 
are not going to get it. 
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It seems to me the whole purpose of these subcommittee hearings 
should not be to try to be technical, not to try to write a record, not 
to try to get some campaign document, but, rather, the effort should 
be to try to bring out a bill. 

That is what we have been trying to do in other subcommittees. 

I have not had the opportunity to attend many of the meetings here, 
but on some of the other subcommittees we have been making some 
compromises that I hate to make, as the chairman well knows. 

We have been going a whole lot further than I w anted to go on a 
lot of things. However, if we are going to get legislation, we are 
going to have to do it. You are not going to get what you want, and 
Jam not going to get what I want. 

I could write a document and bring it out that would invite a veto, 
and get it, and I might have a campaign document. But that is not 
what I want. 

I hope the committee is not going to do that. I hope this commit- 
tee is going to get something out that will become law and will serve the 
farmers of America. 

These people have a suggestion here, and it certainly has a great deal 
of merit. It has, in my opinion, objections; but it certainly has a 
great deal of merit. And it might be the very tool that you are looking 
for to use to build something on. 

I hope that this subcommittee will move along. 

Mr. Asernetuy. Of course, lam ina rather peculiar situation. The 
request was directed to me, as well as to the committee, for permission 
to be heard. I just did not want to put myself in the position of saying 
they could not be heard at this time. 

I will leave it up to the committee. 

Mr. Witt1ams. Mr. Chairman, I believe it is the responsibility of 
this subcommittee to try at least to decide on some kind of legislation 
that will be of assistance to the dairymen of this country, whether it 
is self-aid or what it is. 

I will agree with Mr. Poage that the time is getting extremely short ; 
and while I will favor some sensible self- help pl: an, if time does 
not provide that we go through that matter and write a bill that is 
agreeable, we should give consideration to some other form of assist- 
ance to the dairymen. 

Under those conditions, I believe that we should listen to anyone 
who has suggestions to make before this subcommittee. 

That is my situation, my position. 

Mr. Asernetny. Is there any further comment ? 

Mr. Quite. Mr. Chairman ? 


Mr. Apernetuy. Mr. Quie. 
Mr. Quire. As low man on the totem pole, I would hold that we 


could continue hearing people who have comments on dairy legislation 
that come before us, and if there are other groups that have different 
ideas on plans, then we might hear them too. Because we want to get 
something out of here. 

I also hope that Mr. Christianson might direct some comments. 
too—which might come later on in his testimony; I do not know— 
about self-help legislation. 

But we should go into other plans, too, that the people have on that. 

But this is my first time at these hearings, and far be it from me to: 


say. 
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Mr. Asgrneruy. All right. 

Mr. Trwes. Mr. Chairman, I want to make it clear I fully desire 
to hear the National Farmers Union. 

Obviously, they speak for an important part of agriculture, and 
their views e important. 

However, I do want to reiterate the point that these were billed as 
self-help hearings, and everyone else who testified, as far as I know, 
was limited to self-help legislation. 

I think the views of the National Farmers Union on self-help leg- 
islation would be extremely important. 

I want to say that I am aware—as I think that other people are— 
of the nature of the legislative process. Four months have gone by 
without any hearings on self-help. 

Now that we have had them, we are told that we must decide within 
the next 48 hours, and that this new proposal ought to be considered 
along with it. 

I think that I—even though I am new in the legislative fie 
recognize that this bill is probably the direction in which some people 
want to go, and that this is now going to be proposed in place of the 
self-help legislation as a part of the omnibus bill. 

My only point is—and I want to point that out again— that those 
of us who are supporting self-help legislation are alert to what we 
consider the tactics which have been employed here with regard to 
self-help legislation. I believe it would only be fair to have hearings 
on self-help legislation only and to dispose of that before we consider 
alternatives which must be adopted within the next 48 hours. 

Mr. AperNetruy. Does the gentleman have a motion he wishes to 
make ? 

Mr. Tewes. No. 

Mr. Anernetuy. I want to do whatever the committee wants to do. 
I do not know what to do, Ido not want to be put in the position of 
arbitrating a dispute, a difference of opinion, between the members 
of the committee. 

If the gentleman, Mr. Tewes, wishes to make a motion, will he put 
the motion. I don't know what the gentleman wants to do; I do not 
know what to do myself. I just do not know what to do. I want 
to try to keep things as harmonious and as pleasant as I possibly can, 
and I will pursue whatever course the members of the committee 
wish to pursue, or whatever the gentleman wishes to pursue, if it is 
in keeping with the majority of the views of the committee. 

Maybe the Farmers Union would prefer just to withdraw in view 
of the gentleman’s objections. I do not know what to do. 

Mr. Tewes. I stated my position for the record, and I am perfectly 
willing to have the chairman conduct the meeting as he decides. 

Mr. AnernetTuy. I am not going to make any decision about it. I 
am going to let the committee decide. 

Mr. Poacr. Mr. Chairman, may I suggest this: 

If you send out a notice that a hearing i is to be held on self-help, 
or on cotton leigslation, compensatory payment for cotton, the Farm 
Bureau plan for cotton, or any other plan, or domestic parity for 
wheat, it has always been my understanding that those who did not 
like that plan were always invited at the same time to express their 
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views as to why they did not like it, and why they like something else 
better. 

I never went to a hearing—in this committee, at least—where we 
confined testimony in support of a particular proposal and did not 
let those who felt they were opposed to it, or that they could offer 
something better, offer it. 

It seems to me that these people are here because you are holding 
hearings on self-help, and they have something that they think is 
better. 

Whether it is better or not, it is certainly up to the committee to 
decide. 

But they think they have something that is better, and it seems to 
me that is certainly within the scope of your call. 

Mr. AsernetHy. Well, according to my file, there is no other farm 
organization that wants to be heard on self-help. 

We have offered every one of them the privilege of being heard. 

Mr. Poace. Mr. Chairman, you might adjourn the meeting, and 
convene 2 minutes from now for the purpose of hearing them. 

That might satisfy the technical objection. 

Mr. AsernetHy. If there is a motion—I am just here waiting to 
entertain a motion of some kind. 

Mr. Jounson. I move that we proceed. 

Mr. Apernetuy. All in favor of the motion say “Aye”. 

(“Ayes” responded. ) 

Mr. Anernetuy. All opposed ? 

( No response. ) 

Mr. Asernetuy. All right, the “ayes” have it. 

You may proceed, Mr. Christianson. 

Mr. CuristiaANson (continues reading) : 

The protection to producers’ return shall be on sales of whole milk, or of whole 
milk equivalent of butterfat sold, that is used in manufactured dairy products 
in the three marketing years hereinafter specified. 

Sec. 6. The Secretary is directed to insure that such purchases as are made 
of dairy products for the school lunch program, public institutional use, relief 
here and overseas, and other special Government purchases shall be made as 
far as possible at peak production seasons to relieve temporary seasonal surpluses. 

During the first six months of the first marketing year that this Act is in 
effect, the Secretary is directed to support the prices of manufacturing milk 
and butterfat at not less than 75 per centum of the parity price by means of 
purchases of dairy products. 

Sec. 7. (a) When it is determined by the Secretary that the market price 
received by farmers for the following marketing year will average below 90 
per centum of the parity price, he shall require, as a condition of protection of 
producers’ returns during the following marketing year, that farmers comply 
with such marketing quotas as may be established for each individual dairy 
farm. 

(b) A marketing base shall be established each marketing year for each farm, 
which base for any marketing year shall be the average annual marketings of 
milk for the immediately preceding three-year period. 

(c) When marketing quotas are required under provisions of subsection 7 (a), 
the marketing quota for each farm shall be established as follows: 

(1) When it is determined by the Secretary that the market price for 
the following marketing year will average below 90 per centum but not 
below 85 per centum of the parity price, the marketing quota for each 
farm shall equal its marketing base. 

(2) When it is determined by the Secretary that the market price for 
the following marketing year will average below 85 per centum of the 
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parity price, the marketing quota for each farm shall be calculated by 
deducting 2 per centum from the marketing base for each 5 per centum 
by which the estimated average market price will be below 85 per centum 
of the parity price. 

(d) When marketing quotas are required, compliance deposits of not less than 
25 cents nor more than 50 cents per hundredweight of milk as determined by 
the Secretary to be the amount required to encourage compliance with market- 
ing quotas shall be withheld from and shall be collected from each producer 
who sells milk, butterfat, or dairy products. 

Every person purchasing milk, butterfat, or dairy products from a producer— 
except purchases by consumers for other than commercial uses—shall withhold 
from the purchase price an amount equal to the compliance deposit and shall 
remit the same to the Commissioner of Internal Revenue. 

For purposes of this section, milk, butterfat, or dairy products shall be sub- 
ject to the withholding of the deposit upon such delivery. 

Returns shall be filed and remittances made monthly by such purchasers in 
accordance with rules prescribed by the Commissioner. 

The Commissioner of Internal Revenue shall collect the compliance deposits 
provided for herein and shall prescribe such rules and regulations as may be 
necessary to accomplish that purpose. 

There is appropriated to the Secretary for each fiscal year, beginning with 
the fiscal year ending June 30, 1959, an amount equal to the compliance deposits 
collected under provisions of this Act. The Secretary shall maintain such 
funds in a separate account to make refunds to milk producers who comply 
with marketing quotas as provided herein. 

The Secretary shall refund to each milk producer who complies with his 
marketing quota, the entire amount of the compliance deposit withheld from 
such producer. The Secretary shall return to the Treasurer of the United 
States the total of compliance deposits of each milk producer who exceeded 
his marketing quota. 

Sec. 8. A parity income deficiency payment shall be paid on all sales of milk 
and butterfat for manufacturing to each individual producer who complies 
with his marketing quota and shall be such as the Secretary determines to be 
sufficient, when added to the State average price received by producers for 
milk and butterfat used for manufactured dairy products, to equal a total 
return of not less than 90 per centum of the parity equivalent price of milk 
and butterfat used for manufactured dairy products on milk sold for manu- 
facturing purposes for that State. 

The Secretary shall calculate the monthly average net price received for 
milk and butterfat used in manufactured dairy products received in each State, 
using the price at the point of first sale out of the producers’ hands. 

Sec. 9. A milk producer, as defined in this Act, shall be eligible to receive 
parity income deficiency payments up to a limit of $1,500 in any one marketing 
year. If any individual has an interest in more than one dairy farm or opera- 
tion, his total payment on all operations in any marketing year may not exceed 
an absolute limit of $1,500. 

A milk producer who sells milk under the terms of a Federal milk order and 
who complies with his marketing quota shall be eligible for a payment on milk 
diverted into manufactured dairy products. 

Sec. 10. The effective date of this Act shall be April 1, 1959. 

In February 1959, the Secretary shall conduct a nationwide referendum of 
milk producers to determine whether those voting approve the provisions of 
this Act. 

If more than one-third of the producers voting in the referendum oppose this 
Act, this Act shall not be placed into effect, and the price support operations 
of the Secretary under title II of the Agricultural Act of 1949 with respect 
to milk and dairy products shall remain in effect. 

The Secretary shall conduct the referendum, prescribing such rules and 
regulations as may be necessary. Only milk producers shall be eligible to 
vote. Any milk producer, as defined in this Act, shall have only one vote and 
shall vote as an individual, rather than as a business entity. 


Then the next page is a ballot. 
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The ballot shall be in the following form : 
(The ballot referred to is as follows :) 


UNITED STATES DEPARTMENT OF AGRICULTURE 
OFFICIAL BALLOT 
NATIONAL REFERENDUM OF MILK PRODUCERS 
Mark this square if you favor—— 


Establishment of a dairy income protection program, utilizing deficiency 

[) payments at 90 percent of the parity equivalent prices, compliance deposits, 
and marketing quotas in addition to Government purchases, storage, and 
diversion, as provided in the Dairy Marketing Act of 1958, 


Mark this square if you favor—— 


Continuation of price support utilizing Government purchases, storage, and 
[] diversion with support at 75 to 90 percent of the parity equivalent price, 
as provided by title II of the Agricultural Act of 1949. 


Sec. 11. The price support operations of the Secretary under title II of 
the Agricultural Act of 1949 with respect to milk and dairy products shall be 
suspended after the first 6 months during which this Act shall be in effect and 
remain suspended during any subsequent marketing year during which this 
Act shall be in effect. 

Sec. 12. There is hereby established, in the Department, a Federal Dairy 
Advisory Committee, which shall meet annually on the first Monday of 
December, and at other times at the call of the chairman of the Advisory Com- 
mittee, to confer upon the status of the program and to make recommendations 
for its improvement to the Secretary and to the appropriate committees of the 
Congress. 

The Federal Dairy Advisory Committee shall consist of fifteen members to be 
appointed by the President of the United States from a list of nominees submitted 
by milk producers in a manner hereinafter provided. 

Only persons who are milk producers shall be eligible to serve on such 
committee. 

In order to secure proper regional representation on the Advisory Committee, 
the United States shall be divided into fifteen districts to be designated by the 
Secretary, giving consideration to: 

(1) complete geographical representation of the United States; and 

(2) the designation of districts, so that districts will be areas having 
equal annual sales of milk and butterfat, as nearly as possible without 
dividing any county into two or more districts. 

Sach district shall be entitled to one member on the Advisory Committee. 
The milk producers in each district shall by ballot select three nominees for the 
place on the Advisory Committee to be filled from their district. 

The Secretary shall conduct all elections for the selections of such nominees, 
prescribe such rules and regulations as may be necessary, and certify the 
nominees to the President. 

The term of appointment for members of the Advisory Committee shall be 
for two marketing years. 

The Advisory Committee shall, on or before January 15 of each year, make 
recommendations to the Secretary and to the appropriate committees of the 
Congress regarding operations of the program and any matters having a bearing 
on the dairy price situation, including, but not limited to, the economic position 
of dairy farmers, trends in the consumption of milk and dairy products, and 
development of a realistic parity equivalent for manufacturing milk. 


Now, we have a table which will no doubt answer a lot of questions 
as to the cost of this type of a program and what it would do to the 
price structure. 
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(The documents referred to are as follows:) 


Hstimated government costs, market prices, marketing reduction, that would 
result from operation of proposed program under different economic situa- 
tions. Typical year’s operations 


Market price situation 





Item 
85 to 90 | 80 per- | 75 per- | 70 per- | 65 per- 
percent cent cent cent cent 
ercent reduction in volume of marketings by operation of 
quotas: 
1, From base_ esi 0 2 4 6 8 
2. From estimated 1959 potential marketings- - - : 2 4 6 10 
3. Estimated potential 1959 marketings ! billion pounds 116 116 116 116 116 
4. For fluid use 2. do 56 56 56 ni 56 
5. For manufacturing------.-.-~--- do 60 60 60 60 60 
6. Reduction by marketing quotas (line 2 times line 3) 
billion pounds 2.3 4.6 7.0 9.3 11.6 
If all producers comply: 
7a. Percent cut in manufacturing milk volume (line 6 
divided by line 5) __. 3.8 7.7 11.7 15. 5 19.3 
8a. Expected price increasing effect as percent of market 
price (line 7 times 3) 3 11.4 23. 1 35. 1 16.6 
Ya. Parity equivalent price per hundredweight * $4. 08 $4. 08 $4. 08 $4. 08 
10a. 90 percent of parity equivalent per hundredweight $3. 67 $3. 67 $3. 67 £3. 67 
lla. Expected market price with no program -- $3. 47 $3. 26 $3. 06 $2. 86 
12a. Increase in market price owing to quotas, per hundred- 
weight (line lla times 8a) - : $. 40 $. 75 $1. 07 $1. 33 $1. 53 
13a, Resulting market price, per hundredweight with 
quotas (line 12a plus line Ila)- $3. 87 $4. 01 $4. 13 $4.19 $4. 18 
l4a. Required payments per hundredweight (line 10a 
minus 13a) 0 0 0 0 0 
15a. Compliers’ marketings of manufacturing milk 
billion pounds §7.7 55. 4 53. 0 50. 7 18.4 
i6a. Total payments (line 15a times 14a times 100) 0 0 0 0 0 
17a. Net return received by cooperators per hundred- 
weight 5 $3. 87 $4. 01 $4, 13 $4. 19 $4.18 


Net return received by noncooperators per hun- 
dredweight (if any): 


18a. 25 cent deposit (line 13a minus 25 cents) -_. $3. 62 $3. 76 $3. 88 $3. 94 $3. 93 
19a. 50 cent deposit (line 13a minus 50 cents . ; $3. 37 $3. 51 $3. 63 $3. 69 $3. 68 
If only half of producers comply 
7b. Percent cut in volume of manufacturing milk-. 1.9 3.8 5.8 7.8 9.6 
8b. Expected price increasing effect, percent of market 
price 3_. te 5.7 11.4 17.4 23. 4 28.8 
12b. Increase in market price owing to quotas, per hundred- 
weight (line lla times 8b) 7 . 20 37 . 53 67 . 76 
i3b. Resulting market price (line lla plus 12b) - ~~... $3. 67 $3. 63 $3. 59 $3. 53 $3. 41 
Required payments: 
14b. Per hundredweight (line 10 minus 13b) 0 . 04 .08 .14 . 26 
15b. Cooperators’ marketings of manufacturing milk 
billion pounds 29. 4 28.8 28.2 27.6 27.1 
16b. Total payments (line 14b times 15b times 100) million 0} $11.5 | $22.7 $38. 6 $70. 5 
dollars ; 
17b. Net return received by cooperator, per hundred- 
weight ®__. $3.67 | $3.67 | $3.67 $3. 67 $3, 67 
Net return received by noncooperator: 
18b. 25 cent deposit (line 13b minus 25 cents) $3.42 | $8.38 | $3.34) $3.28 $3. 16 
19b. 50 cent deposit (line 13b minus 50 cents) $3. 17 $3. 13 $3. 09 $3. 03 $2. 91 


! 1957 marketings extrapolated on trend line to 1959. 

2 1957 fluid use adjusted to account for expected population increases. 

3 For each 1 percent cut in market supply of manufacturing milk it is expected that price received by 
farmers will increase by 3 percent. Estimate based on retail price elasticity figure used by Secretary of 
Agriculture in H. Doc. No. 57 of the 84th Cong., Ist sess., p. 9, of 0.7 for manufactured dairy products. If 
correct, this means that a 7-percent cut in supply will raise retail price by 10 percent, with marketing margins 
now equaling about 120 percent of price received by farmers, this means a farm price elasticity of approxi- 
mately 0.33 or a ratio price change to supply change of approximately 3to1. For example, if supply is cut 
by 7 percent, retail prices could be expected to rise by 66 cents from $6.60 to $7.26 or 10 percent, but substract- 
ing the $3.60 marketing margin from each would result in raising price received by farmers $3 to $3.66 or a 
22 percent increase in farm price. 22 percent divided by 7 percent equals 3, the ratio used in the table. 

‘ Based on data for April 1958. 

§ Line 13a or line 10a whichever is higher. 

¢ Line 13b or line 10a whichever is higher. 





Nore,.—For example, with market price situation at 65 percent of parity and half of producers comply, a 
noncooperating producer could sell 1,000 hundredweight at $2.91 (with 50 cents deposit forfeited) for a gross 
of $2,910 while if he cooperated he could sel] 900 hundredweight at $3.67 (including payment) for a gross of 
$3,303. 
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Supply situation 
STORABLE CROPS 





we Theat | Feed | Flue- Soy- | Flax. | Cotton 











(million| Cotton | grains | cured Peanuts| beans | seed seed 
Item | bush- |(million| (million) tobacco (million |(million|(million| 1,000 
els) bales) | tons) | (million| pounds)| bush- | bush- tons 
pounds) | | els) els) 
~ oe Se — See eel ae 
1057 carryin........................| 908] 11.2] 489] 2,211 4 
1957 production.- sah ail | 947} 11.0] 142.2 984, 1,505 | 479.8) 25.8)| 4,527 
1957-58 consumption_-__- | 503] 7.0] 1248] Renta ‘ .-| 4,150 
1957-58 net exports.............----| 392] 65.5 | "6.3 Sha eae 
1988 carryin..................--- | 870 <2 Cy Sbepnk: heen Sipenpen ie hice divas set 
1958 production.................-.-| 11,208 | 111.5 | 1123.0 1 1, 500 | : 1 4, 100 
1958-59 consumption_-.------ |} 1590 18.0 | 1124.0 a : 
1958-59 exports__..._- i 1350 | 15.0 16.3 
Be icttntetonawentiacnsnnss }*1, 138 18.2 1 §2.7 


i vedseent based on current indications, 
Source: Various Situation and Outlook Reports published by U. 8. Department of Agriculture 





PERISHABLES 


Percentage change of Percentage change 
Commodity | supply from 1957 to | in farm prices 
| same month 1958 







ES AC AS EP oe L aktuante No change.._._- .| Down 8 percent. 
| RR Ms Se eee eee .-| Down 7 percent_......| Up 33 percent. 
eth So sgaetiieinnt cies ee Up 5 percent..-_.....-- | Up 19 percent. 
__ a ‘ Down 9 percent. --- Tp 36 percent. 
Pork... | Down 2 percent. -- Tp 21 percent. 





Se . 


All meat__- Z ice | Down 6 percent_-- p 28 percent. 
in tn cn s'est dita os | Down 15 percent Jp 50 percent. 
Potatoes........ eI Down 5 percent p 100 percent, 


Source: Secretary of Agriculture press statement, Apr. 14, 1958, and Statistical Summary (Mar. 26, 1958) 
published by USDA. 


Mr. Curistranson. So we might start over again from the begin- 
ning, and if there are any questions on any of the sections, we could 
discuss them section by section. 

Mr. Apernetuy. Are there any questions? 

Mr. Poace. Mr. Christianson, I stated I probably could not support 
this bill as it is written. 

I think you have a very good idea in here, letting a man pay the 
penalty, as it were, in advance, and get a refund if he complies. It 
seems to me that ought to get compliance. ; 

However, why do you wait so long to begin to apply a penalty 
to him ? 

You are proposing a 90-percent support as your objective, and with 
that I cannot find any fault, of course. I would like to see everyone get 
that. 

But you are suggesting that if the Secretary decides producers are 
likely to have 90 percent, ‘that he won't do anything. 

That is, I mean, he is not going to do anything “if the compliance is 
going to be within the first range of figures. ‘ have for gotten the 
figures here. 

You have a range, if your production is not expected to he too large, 
you are not going to do anything. Then, if you think you are only 
going to get 80-percent support, you are going to make a slight 
deduction. 
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That deduction is not nearly large enough to cover the difference, 
is it, of that 10 percent of parity ? 

It is 25 cents a hundredweight, isn’t it, you are going to take off ? 

Mr. Curistranson. Yes, but the 25 cents a hundredweight is not 
planned to take care of the plan, the 25-—— 

Mr. Poace. I understand that. You are going to have the Govern- 
ment pay that. I understand that. 

But your 25 cents a hundredweight is not nearly as much money, 
is it, as the 10-percent difference in production? Or, actually, it does 
not need to be 10 percent of difference in production ? 

I mean, if I decide I am going to overproduce, why can’t I simpl 
go out and overproduce? And I cannot lose but 25 cents a irene 
weight, can I? 

That is all the penalty I could suffer, isn’t it ? 

Mr. Curist1anson. Yes. That would be right, if and when the mar- 
ket price is 90 percent of parity. 

But without complying you also lose the incentive payment or the 
deficiency payment. 

Mr. Poace. Yes. 

Mr. Curistranson. Up to 90 percent. 

Mr. Poacr. And you thing that would be enough—it might be. I 
might be wrong on it. It might be enough to keep a man in com- 
pliance. 

Mr. Curistranson. And we also suggest that it be from 25 to 50 
cents 

Mr. Poace. That is right. 

Mr. Curist1anson. Depending on the thinking of the Secretary as 
to what would be necessary to get compliance. 

Mr. Poace. Well, I just figure that on any program, any compulsory 
program, I think if you must have a compulsory program, you have 
to put your penalty high enough to actually get compliance. 

We put it on cotton, as you know, at 50 percent of the support price, 
not just some 25 percent of a small fraction of your price, but at 50 
percent of the total support price. 

And I was just a little astounded at the rather lenient treatment 
that you accorded these people who did not comply. 

Maybe it will be enough in view of the fact that he also loses his 
support price. 

Mr. Curistranson. Would you care to comment, John ? 

Mr. Baker. I might suggest, Mr. Poage, that you look at page 9, 
and compare line 17 (b) with line 19 (b), which is the situation that 
would result if the Secretary in his determination expected the demand 
condition was such that the open market price would be only 65 per- 
cent of parity, which is approximately the situation now. 

In such a situation, if only half of the producers complied, then the 
open-market price—which is a noncomplier—that is all he would get, 
minus his 50 cents deposit. 

All that the noncooperative would net is $2.91 a hundredweight. 

The cooperative would get $3.67 a hundredweight. 

That is a fairly wide margin, and it is probably what the choice for 
the individual would be in the first year or two of the operation of the 
program. 

Mr. Poace. How much will this cost ? 
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Mr. Baxer. If in the first 6 months we continue the existing purchase 
program, and that would be approximately one-half of the annual 
cost now, which is $320 million a year, divided by 2, is $160 million. 
The first 6 months, while the program is getting underway, the present 
program would continue at that 75 percent floor, so the bottom would 
not drop clear out from prices while you are getting your marketing 
adjusted. 

After marketing is adjusted, and if compliance is anything near as 
high as we think it would be, the cost of the program is practically 
zero to the Federal Treasury. 

Mr. Poacr. Because you think you are going to take enougi milk 
out of the market that you will wipe out your surplus. 

Is that it? 

Mr. Baxer. That is corerct ; yes, sir. 

Mr. Poacr. How much do you figure you have to take out? 

Mr. Baker. Well, it varies according to the demand situation as 
the Secretary sees it in the year ahead. 

If, as is shown on page 8—and let’s go over to the 70 percent 
column—the Secretary and the statisticians thought at the beginning 
of the year that the demand situation was such that in an open market, 
without marketing quotas, the price of milk, open market price of 
milk, would be 70 percent of parity, then there would be required, 
under the provisions of section 7, 70 from 85 or 15. 

That is 3 units of 5 percentage points below 85. 

For each of those drops, there is a 2 percent cut below base. 

Mr. Poace. How much ? 

Mr. Baker. A 3 percent cut, for each 5 percent block drop below 85. 

Mr. Jounson. Where are those figures shown on your chart there? 

Mr. Curistianson. Page 8. 

Mr. Baxer. All right. 

Now, the 70 is 15, and divided by 5, is 3; and 3 by 2is 6. And that 
is the 6 on line 1 on page 8, under the column headed “70 percent.” 

Now, the base itself is about a 2 percent cut from the then arrived 
production because there is a 2-year lag—the average will last 3 
years—and milk production and marketing have been increasing 
about 1 percent a year in the last 4 years; well, so, with a 2-year lag, 
that is the figure in line 2. 

You would have an 8 percent cut in total marketing under that 
assumption. 

Mr. Jounson. That is under the 80 percent—— 

Mr. Baxer. Under 70. 

Mr. Jonnson. Line 7? 

Mr. Curistianson. Line 2, on page 8. 

Mr. Jounson. If your support is 85 to 90 ? 

Mr. Baxer. No. All of the support is at 90. 

These figures across the top relate to the Secretary’s estimate of 
what the open-market price would be based on, and supply conditions 
without marketing quotas, or without the program being in operation. 

Mr. Poacr. But under those circumstances, I understand what you 
mean—what you mean is that you would attempt to get an 8 percent 
cut in production ? 

Mr. Baxer. An §&8 percent cut; yes, sir. 
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Mr. Poace. And with an 8 percent cut on production you would 
feel that you could get a market price of approximately 90 percent 


of parity 

Phat sounds reasonable from all I have known of it. 

I have understood that surplus normally does not run more than 
6 or 7 percent, and if you made an 8 percent cut, you ought to make 
90 percent. 

Mr. Baxer. That is correct. 

Based on the Department’s own figures as to what the elasticity of 
demand for the manufacture of milk, the price elasticity of demand 
for manufacturing milk—they—the expected resulting market price, 
if that 8 percent cut were made under those assumed conditions, if you 
used the figures just the way the Department gave them to us in the 
report to Congress the year before last, the resulting market price 
would be $4.19, considerably above the support level, if everyone 
complied. 

Mr. Poacre. What you are trying to do then, in every case, is to see 
that you reduce the supply to such a point that you will maintain a 
market price of approximately 90 percent ? 

Mr. Baker. That is correct, sir. 

Mr. Poace. And your reliance, then, is primarily upon your control 
of the market 

Mr. Baker. Yes, sir. 

Mr. Poace (continuing). Rather than upon your support ? 

Mr. Curistranson. Yes, sir. That is right. 

Mr. Poace. From what little I know of milk, that, again, sounds 
plausible, because you are not depending upon an export market, as we 
are in wheat and cotton. 

Mr. Baker. That is exactly what we do with almost half of the milk 
on the market. 

Of all the milk marketings now through the Federal orders on class A 
milk, out of 116 billion pounds of marketings, 56 billion of them go into 
fluid use, and a large part of that is now under either Federal or State 
marketing law. And that is done by this same process. 

That is what keeps your price, one price, where it is. 

Mr. Qutm. Mr. Chairman. 

Mr. Anernetuy. Mr. Quie. 

Mr. Quire. That does not cut down the production of the dairy 
farmers for the fluid milk market ¢ 

Mr. Baker. We tested this out with various farm leaders in Wis- 
consin. 

On the first draft that anyone ever made of this, the class A pro- 
ducers, or the Federal-order producers, were omitted from all opera- 
tions with respect to all their milk, and the ones in Wisconsin, southern 
Wisconsin, that operated under Federal marketing order simply would 
prefer to be in. 

In the discussions on other milk bills that have marketing quotas 
attached, in almost every case that I know about, the Federal-order 
producers have requested that they be included in it. 

They are included in this particular suggestion. 

They would take their reduction on their total markets, including 
their fluid-milk markets. And the reduction, of course, in market 
terms, would be a reduction in the total amount of manufactured milk, 
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because approximately the same amount of fluid milk would go right 
on through into the market class A price as it does now in the market 
orders. 

So, in effect, you would get almost 70 percent of cut in manufactured 
milk as you do in the total milk market, without hurting anyone; and, 
in effect, getting 6 to 1 ratio price incr ease. 

Mr. Quire. The reason why I make that statement—I understood 
you told Mr. Poage that by this two-price system for fluid-milk pro- 
ducers, that this reduced the production of milk of those men because 
they received a lesser amount for their overproduction and because 
about 44 percent of it goes for manufactured milk. 

And those men always look at what the blend price is 

Mr. Baxer. I think you misunderstood Mr. Poage’s question and my 
reply. 

This particular proposal is such that by applying the marketing 
quota, as all these other bills, to the entire market of fluid milk and 
manufactured milk, the producer in a Federal market that is pro- 
ducing both fluid class A milk and manufactured milk takes his 
8 percent cut and the distributor that he deals through is not going 
to reduce the amount of that producer’s milk that goes into the fluid 

market. 

All of that 8 percent cut from his total is going to come out of the 
overrun that goes into manufactured milk. 

So that while you cut total marketings by 8 percent, if this worked 
all the way through and everyone was a participant, you would get. 
instead of an 8 percent cut, which is 8 percent of potential total mar- 
ketings, you would get a 15.5 percent cut in the supply of manufac- 
tured milk on the market. 

Now, what happens, to the contrary—and this is the point I think 
you were thinking about—what happens now is the amount of United 
States producers, the part of your milk that goes into fluid use—is 
determined to maintain the price under the class A, class 1 structure. 

In all, your overrun, as such producer, goes on the manufactured 
milk market. So that a lot of producers i in western Wisconsin, Min- 
nesota, Arkansas, and a lot of other places who are producing entirely 
for the manufactured milk face your total overrun on their market. 

This prevents that from occurring by applying the marketing quota 
to all sales instead of to just manufactured milk sales. 

Mr. Qute. I see what you are driving at. 

You did not make the statement then that the fact that there is a 
two-price system, as to persons who produce fluid milk, has caused 
them—it has caused them to cut down on their production ¢ 

Mr. Baxer. No. 

Mr. Quite. In the beginning of the year, the Secretary, then, deter- 
mines how much production ‘should ag a back to bring the ‘supply 
in line with the demand, and then notifies each farmer what his 
allowable production is for that coming year ? 

Mr. Curisttanson. It is just a little diffe rent. 

The Secretary determines what the price might be, the free-market 
me might be in the following year. And, ac cording to that price 

ase, he determines then, under the formula that is in the bill, as to 
the percentage of cutback for the quotas. 

Mr. Quire. So, in the beginning of the marketing year, the farmer 
finds out what his base is? 
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Mr. Curistianson. Yes; and what his quota will be for milk mar- 
keting during that year. 

Mr. Asernetuy. Mr. Johnson. 

Mr. Jounson. Have you any figures on what this program will cost 
the Government ? 

Mr. Baxer. Mr. Johnson, they are on pages 8 and 9. 

On page 8, starting at 7 (a), the assumptions for those figures for 
7 (a), 8 (a), 9 (a), and so on, is that if all producers comply with 
marketing quotas, line 14 (a)—the results of calculations show that 
regardless of what the demand situations are that year, there will be 
no payments made by the Government on any hundredweight, so it is 
zero all the way across the bottom. 

And the total payments on line 16 (a)—-since it is zero per hundred- 
weight, no matter how many hundredweights are marketed, the total 
payments from the Treasury would still be zero. 

Now, if only half of the total production comes into the marketing- 
quota program 

Mr. Jounson. What line does that show on? 

Mr. Baxer. That is at the bottom two-thirds of page 9. If only 
half of the total production comes into the marketing-quota program, 
the resulting market prices go down a little bit, because the demand 
situation worsens. 

So that, with required payments, it would be 4 cents a hundred- 
weight, 8 cents a hundredweight, or 14 cents a hundredweight, or 26 
cents a hundredweight, with half the production under marketing 
quotas—with half of the manufactured milk then being subject to 
receive payments. 

Line 15 (b), the total payments out of the Treasury on all of the 
marketings is qualified by payments under the 85 to 90 percent supply 
situation should be zero. 

The 80 percent of parity demand situation, $11 billion, $22 billion, 
$38 billion, and $70 billion. 

Mr. Curistianson. Million. 

Mr. Baxer. Total payments in million dollars. 

Mr. JouHnson. Does that include your production payment ? 

Mr. Baker. That is the production payment. That is the total of 
the production payments to be made in a typical year, if only half 
of the producers participate in marketing quotas. 

Mr. Jonnson. What is your reason for limiting it to $1,500 per 
farmer ? 

Mr. Curist1anson. Well, the $1,500 per farmer, using the same set 
of figures that we are using on pages 8 and 9 here, would allow a 
50-cow farmer to receive 

Mr. Jonnson. What part of the chart is that? 

Mr. Curistranson. We go back to the “if only half of the producers 
comply—” on line 14 (b), on page 9. 

Mr. Baker. I think the largest payment is 26 cents a hundred- 
weight; and on a 50-cow farm in Minnesota, with $6,000 per cow, 
you would have $3,000 a hundredweight. 

Mr. Jonnson. You are taking care of a farmer, then, that would 
be milking 50 cows? 

Mr. Curistranson. No; a 50-cow farmer would only have payments 
of $780. So that we would take care of practically a hundred-cow 
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farmer under this $1,500—if there was 50 percent of participation 
and compliance by the dairy producers in the United States. 

Mr. Jounson. I notice you put the quotas on the first year. 

Some of the legislation that we have been hearing does not do it 
for the first year. 

What is your reason for doing that ¢ 

Mr. Curistranson. Having a quota the first year ? 

Mr. Jounson. Yes. 

Mr. Curistianson. Well, under our outline here, it would be nec- 
essary to operate under a quota in order to cut the supply so that our 
price will be such that the production payment, or the deficiency pay- 
ment, will be somewhat limited. 

Mr. Jounson. I would like to ask Congressman Poage a question. 

I have been sitting in at these wool hearings. 

What does that cost the Government a year’ I mean, the pay- 
ments ? 

Mr. Poace. Well, it costs somewhere between $25 million and $35 
million as I remember it. 

Mr. Jounson. That is the way I remembered it, but I was not there 
through all of it. 

How does your program compare with that ? 

Mr. Curistranson. Well, this program, according to our calcula- 
tions here, would cost the Government practically nothing. It would 
cost them nothing if we had a sizable compliance and if. only 50 
percent of them complied, we would still have a cost of only $70 
million. 

Mr. Baxer. That, for a commodity the total gross income from 
which vastly exceeds that—national average. 

Mr. Jounson. How do the two commodities compare, wool and 
dairy? I know if you take the amount the farmer receives for veal 

calves and dairy cows that have to be sold for beef it comes pretty 
close to the 25 percent of the national farm income. I had my office 
work out those figures at one time several years ago. Whether that 
is still true, I do not know. 

Do you know what part of the national farm income wool and lamb 
production is of the country ? 

Mr. Baker. Approximately 9 to 11, I believe, Mr. Poage. It is 
over somewhere near 10 percent. 

Mr. Jonnson. Of the national farm income? 

Mr. Poaae. I would not think wool and lamb would run anything 
like that. 

Mr. Baker. I do not either. 

Mr. Poacer. I do not think it would run more than 2 or 3 percent. 

Mr. Jonnson. I think, as far as dairying, it ran somewhere aieneen 
20 and 25, when you take in the dairy cows beefed and calves veal, of 
the national farm income. 

Mr. Baker. That figure that you mentioned, I believe, is 25 percent 
of the total; isn’t it? 

Mr. Jounson. Yes. 

Mr. Baker. Ina normal year. 

Mr. Pork. Mr. Chairman? 

Mr. Anernetuy. Mr, Polk. 
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Mr. Potx. Mr. Christianson, does your bill, your proposal, provide 
for a referendum ? 

Mr. Curist1anson. Yes; it does. 

Mr. Pork. I have not had a chance to read it too carefully. 

Mr. Curist1Anson. Yes; the referendum ballot is on page 6. 

Mr. Pork. You havea two- barrel proposition, is that right? 

Mr. Curist1anson. Well, it is a referendum as to whether the 
farmer would prefer this type of legislation with quotas and with 
compliance deposits against what he now has. 

Mr. WituiaMs. Yours is a two-vote referendum / 

Mr. Curistranson. Two-vote referendum. 

Mr. Jomnson. As you read through the bill I noted several features 
that have been in the self-help legis Jation that we have been disc vussing 
today. Would you care to go into that any further ? 

Mr. CnristiAnson. Well, we feel that the provisions in this bill 
are practical, or this proposal, although we are not tied directly just 
to these specific, or this specific, outline that we have made. We have 
tried to put together some things in this proposal that might create 
new avenues of thought as to how we might arrive at something 
workable in a dairy a program. And we feel that the features in this 
are practical, although, again I say, we do not say that this is the 
only workable solution to this thing. We propose it in the way of 
trying to arrive at something that might be workable. 

Mr. Pork. Your provisions concerning the dairy advisory commit- 
tee are very similar, I believe, to the proposal in the self-help bill, is 
that right ? 

Mr. Curtstianson. Yes in our bill, advisory only, though. 

Mr. Poace. Mr. Christianson; it seems to me that you are going to 
have to put a great deal more detail in this bill before you make the 
thing work? 

Mr. Cunristtanson. Oh, yes. 

Mr. Poace. You cannot simply sit here and say if the Secretary of 
Agriculture thinks that the price is going to be a certain figure, that 
he shall collect millions of dollars, or he does not think so, without 
giving any guide lines as to how he makes that caleulation. It seems 
to me that you have to put dates in here as to when he shall make 
these announcements, and that you have to put in a great many details. 
And I assume that you recognize that you have to put those things in 
before the bill would be a practical working operation ? 

Mr. Curistianson. Yes, sir; we do, Mr. Poage. But what we 
wanted to do was to just present this outline to the committee with 
the hope that perhaps the committee in their deliberation, and coming 
out with some sort of a proposal, might reflect some of the thinking 
that has gone into this. We realize that this is not spelled out in 
detail, as you mention, and there are a lot of little technical aspects 
that would have to be tied down. 

Mr. Poacr. As a matter of getting something passed, what about 
the limitation in their Surely $1,500 is a limitation so low that you 
would hardly expect to pass it. I thought really that you had $3,000. 

Now, of course, I realize you are not depending primarily on those 
payments. TI did not realize that, but I do realize it after discussing 
it with vou, that vou are not d iepending on those payments. And-if 
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you are not, why don’t you take that out entirely and eliminate some 
opposition that you are certain to get ? 

Now, I put a limitation in a cotton bill 2 years ago, and I still think 
I had a good one in there, I had $10,000 limitation, and I still think 
it was good, but that $10,000 limitation created so much opposition 
that I saw that the chances of passage was being affected. Now this 
thing is going to be a red flag, and it is not going to amount to much 
for anyone—— 

Mr. CuristiaAnson. We agree to the extent that we do not feel very 
strongly about that limitation in this particular outline. We put it in 
there, psychologically, from the standpoint of the effect it might have 
on a referendum among a number of small producers. 

Mr. Poage. But as long as you are not depending on those payments, 
and I think I understand more clearly now, since we have had this 
discussion, than I did before, that you are really depending upon 
controlling the market / 

Mr. Curisrianson. That is right. 

Mr. Jounson. Of course, if there isn’t a payment, one of the ob 
jectives of the farmers of sticking with the quotas is gone. 

Mr. Poacr. Yes, but very little, because, as they point out, as long 
as you can keep this market at 90 percent you do not have to pay 
anything. 

Mr. Curisti1anson. That is right. 

Mr. Poagr. And you do have a formula here for keeping that market 
up. You are in a most fortunate position. I have been in the dairy 
business 10 years, and I did not know there was anything fortunate 
about it. However, I am convinced now that the dairy business, at 
least from the standpoint of a governmental program, stands in a 
much better position than most of our major crops in that you are not 
Pte ge on an export market, in the first place, and you are not 

faced with competition of the imports, in the next place, and you do 
not have anything synthetic-—— 

Mr. Quire. Oleo. 

Mr. Poaar. You do in butter, but you do not have im milk. 

Mr. Jounson. They were telling us in the committee the other day 
they are making filled milk that is going against the condensed milk. 

Mr. Poace. That, probably, will happen. I am afraid that will 
happen. 

Mr. Anernetuy. Are there further questions ? 

Mr. Tewes. I have just one, Mr. Chairman. 

Mr. Anernetuy. Mr. Tewes. 

Mr. TeweEs. My definition of a self-h elp | rogram is an organization 
of farmers, controlled by farmers, which estab lishes quotas for the 
farmers, if necessary, buys the surplus with the payments the farmers 
make into that pool, subject to the public interest evidenced by a veto 
by the Secretary of Agriculture. 

Could you, John, in one paragraph, state the principles of your bill 
for me, just like that? 

Mr. Baker. First, since you raised it, I would like to state for the 
record the situation where we are now at this hearing, and what our 
position is. The National Farmers Union is not opposed to any of 


the so-called self-help bills, in toto and irrevocably, and the rest of 


the absolute adjectives and adverbs. We prefer the particular ver- 
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sion of the self-help bills that have been introduced by Congressman 
Johnson, of Wisconsin. We think all of these bills, though, that we 
have seen, including the one by Mr. Brown and the one by Mr. 
O’Konski, would be workable if enacted and cleaned up and tech- 
nically drafted, and would provide the basis on which someone could 
get together and work out a good dairy farmers’ income-improvement 
program. 

But we have sat here for a week or so listening to witnesses to 
your subcommittee on these bills, and we have heard some of the ex- 
tremely massive attacks by some very important people about one 
or another or all of the provisions of the self-help bills, part of which 
were on matters of political-science theory, such as: Should you turn 
all this over to an adminitrative board instead of using an advisory 
board? ‘That the marketing quota provisions of the bill were not 
specific enough. 

Ve have heard all different kinds of these objections and other 
criticisms raised to the point where our finding of people’s opinions 
was that, this year, under the time limit that Mr. Poage mentioned 
awhile ago, it was not possible to go all that way, or the whole way 
the Farmers Union wants to go on a self-help program, or the one 
that Congressman Johnson has introduced, or the one that you have 
introduced. 

So we, over the weekend and last night until midnight, started 
trying to figure out some kind of framework which will eliminate the 
major ones of these massive objections, which will provide a frame- 
work on which your committee, subcommittee, can get together and get 
something into the comprehensive farm bill which, we hope, the full 
committee is going to report out within the next 3 or 4 weeks, that this 
subcommittee could recommend to the full committee unanimously. 

We are not opposed to Mr. Johnson’s bill, or yours, or Mr. Brown’s. 
As a matter of fact, we commend you and those who have worked 
with you to try to get those into the shape they are in. 

But I just do not believe, in our findings, that is going to get any 
comprehensive farm bill this year, and our purpose this morning was 
not to come up here to criticize your proposed self-help bills, but to 
talk frankly wi informally with the subcommittee about a frame- 
work which maybe could have your unanimous approval, and get into 
this comprehensive farm bill at 

Mr. Poace. John, what you are saying, then, is just what Jere 
Cooper used to so often say to us in the House, before his untimely 
death : 

It is better that we get a part of something than that we take all of nothing. 


Mr. Baker. Well, to be perfectly frank, Mr. Poage, Mr. Christian- 
son and and Mr. Patton, whom we consulted with quite a bit by long- 
dlistanee telephone—and he was here last week to mares in on some of 
your subcommittee hearings—we thought it would be an insult to 
the subcommittee at this particular juncture of history to come up here 
and read to you the farm-income- improvement provisions for milk as 
ndopted by the national convention and say: “It is this. Take it or 
leave it.” 

We know there has been a history over the past 2 weeks building 
into whatever your subcommittee is going to do. So, we are not urg- 


ing this particular proposal as being the best one we can think of. 
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It isnot. And we are not urging it as being better than the self-help 
bills, but as one that has a workable framework around which, maybe, 
the subcommittee and the committee can include something more than 
just school-lunch milk and brucellosis in the comprehensive farm bill 
that we hope is going to be considered by Congress before it adjourns 
at this session. 

Mr. Poacr. That does give you a part of something, doesn’t it? A 
part of something we all want ¢ 

Mr. Baker. Yes, sir. Now, this is, as nearly as possible, like all of 
the other bills that we have been talking about, with adjustments made 
to try to eliminate some of the objections that we just do not see how 
you can possibly overcome and get it into a bill that the House will 
pass this year. 

Mr. Jomnson. May I ask a question? Have you talked with any 
of the farm organizations about your plan ¢ 

Mr. Baxer. In general, over a period of 6 months. But this was 
finalized last night at midnight, Mr. Johnson. 

Mr. Averneruy. Mr. Tewes has indicated he would like to com- 
plete his questioning. 

Mr. Tewrs. Now, assume that I just came into the room. Will 
you state, as I have, the self-help principle, one paragraph, the 
principle of your bill? 

Mr. Baker. In this suggestion for milk, as is true in our pene 
of our suggestions for all “commodi ities, it should provide, No, 1, an 
assured level of income protection through price supports plus ne 
ments—or through price supports. In order for that to be workable 
and sled able by the public, generally, and acceptable to the Budget 
Bureau and the Treasury Department, it has to operate at a minimum 
of cost to the Federal Government. 

That is, the only way to follow both of those principles is to have 
some kind of means of adjusting and prorating market supplies so 
that it will be managed in such a way that you can maintain your as- 
sured income-protection level at a minimum cost to the Federal 
Treasury, with the added provision that the program established by 
that legislation would have to operate so th at there not be either a po- 
tential danger or an actual hardship to consumers; meaning that lee- 
way must be left for the Secretary, in setting quotas, so that he can 
make use of some kind of compensatory device, rather than screwing 
up marketing quotas clear down to the bottom in case unemployment 
gets up to 15 million or 20 million, or any such large amount as that. 

You would not want to use marketing quotas to maintain farm 
prices at the expense of starving anyone, bec ‘ause they were trying to 
get by on unemployment checks. Those are the principles that are 
in this. 

These are the things, so far as I can see, that the Dairy Stabilization 
Board would have to do, Mr. Tewes, if they were operating the self- 
help program. 

Now, we prefer that these programs be operated by democratically 
elected committees of farmers, a board of farmers, at county, State, 
and Federal levels. 

But you have heard, just the same as I have in the last 10 days, 
the objections made by some important witnesses, both practical ob- 
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jections and political-science-theory objections, to setting up a single 
commodity to operate its own show. 

We have mL “Let’s duck that, if we are going to have so much 
opposition that we cannot pass it right now. Let’s duck this idea of 
having programs operated, and quota decisions and support-levels 
decisions made by farmers ’themselv es, temporarily, and at least get 
something into the legislation so that di airy farmers’ income won’t be 
so low in 1959 and 1960. 

Mr. Tewes. Then your program differs from the existing ones in 
these two respects : : 

(1) It is a guaranteed 90 percent, and (2) instead of having all 
the cost borne by the taxpayers, some of it is borne by the producers. 

Isn’t that a fair statement ? 

Mr. Baker. There would be costs to be borne by the taxpayers in 
this proposal only to the extent that the Secretary of Agriculture 
made a mistake in his estimate that he makes at the beginning of the 
year, or that he deliberately makes such a calculation so that the 
market price would be lower than the support price. 

I mean the thing that Mr. Poage said awhile ago is 100-percent 
true on that. If it operates as it is intended to operate, there would 
be no payments unless the Secretary makes a mistake, or if unemploy- 
ment should increase during the year more than any of the statisticians 
thought it would. 

Mr. Tewes. Then you reject one of my “differences,” and our dis- 
cussion boils down to this: The difference is that your program would 
be operated by the Government; whereas the bills we have been con- 
sidering would be operated by the farmers, themselves, subject to the 
veto. Is that correct? 

Mr. Baker. Well, there are two things to say with respect to that, 
Mr. Tewes, and I think you would agree with both of them. 

One is that this proposal—as to the county and State levels—would 
be operated at the county level by democratically elected farmer 
cimmitteemen; at the State level, at the moment, by appointment. 
But a bill has already been cleared by the Senate Agriculture Com- 
mittee to put some elected farmer members on the State committees. 

The only difference, then, comes down to whether it is operated as 
part of the total program, and whether you depend on the general 
political process, through the Secretary of Agriculture and the Presi- 
dent of the United States, to operate it at a Federal level. 

This, we think, ought to be a Federal board of farmers, too, Mr. 
Tewes. But the problem now is that with the executive branch op- 
posing this just completely and totally, how are you going to get 
that through the House, or how are you going to get it over a veto, 
if you want to put it that way / 

So, we said, “This is something that we can temporarily do with- 
out,” in line with C ongressman Cooper’s comment that, if you cannot 
get anything, you better try to figure out what the three most im- 
portant are and try to get them. 

Mr. Jounson. Haven't you some self-help in this legislation in 
that the farmer is cutting his production down and helping himself 
to that extent ? 

Mr. Baxer. Absolutely. 

Mr. Poacr. He is paying in cows instead of money. 
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In the other program, he puts in a certain amount of money after he 
sold his milk, and in this case he just forgoes production of the milk 
and does not ever get the money. 

So it seems to me that it is just as much self-help as the other one, 
and yet it helps everyone else in the other case when he produces the 
milk and then just pays the money. He still has the competition of 
that milk bearing down on everyone, and, in this case, where you 
eliminate the production of the milk, he reduces his income by that 
much, but, by reducing his income, he raises everyone else’s income. 

Mr. Anernerity. There is one question I would like to raise—excuse 
me, Bob. 

Mr. Poace. I am through. 

Mr. Anernetiy. Reference has been made—and this is not in any 
criticism, Mr. Tewes, I assure you that, because it has been referred to 
by a good many other people and some of the witnesses—that here 
is a program, this so-called self-help, that is to be operated by the 
farmers. 

I cannot understand how a program that is to be operated by farmers 
would require 42 pages of Federal law to establish it. Then, too, the 
program would be run by a Federal board. 

Furthermore, they would be Federal employees. They are to be paid 
by the Federal Government. 

The Bureau of Internal Revenue, an agency of the Government, 
will be used to help administer the program. 

The Secretary of Agriculture, as I understand it, has a veto over 
what the Board does. 

I just do not understand how this legislation can be sold to farmers 
on the theory that they are the sole boss of it. 

And another thing—the borrowing power: The $350 million of the 
Federal Government’s n.oney that can go into the program. 

Now I realize that the farmers have some authority in the bill in 
selecting the Board, but that is the only authority that the farmers 
do have. They have a right to recommend who will go on the Board. 

Beyond th: at, what do the farmers have to do with it? 

They do not have anything, nothing at all. 

As I read these 42 pages, they can recommend or nominate people 
who will go on the Board, just like they make nominations for various 
Members here to come to Congress. Farmers nominated these Con- 
gressmen, but, beyond that, the farmer has no voice in either what 
his Congressman does or says, except he can take him out in Novem 
ber—which is a pretty important voice, incidentally—and neither will 
the farmer have any voice in what this Board does. Farmers will 
nominate them, and that is all. 

When they nominate them, their authority to run the program 
ceases. They delegate every bit of the authority to a board which, 
in the end, its own action can be vetoed by the Secretary of Agriculture 
by a simple veto, but not by the farmers. 

I do not offer what I have said in criticism of what anyone has said. 
[ just simply offer it as my view, in response, in answer, to the appeal 
that has been made to farmers that here is something they can and 
aretorun. Well, I do not think it is any such thing. 

Is there anything further ¢ 
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Mr. Baker. Mr. Chairman, it might be interesting for the com- 
mittee to look at the bottom third of the last page. I invite your 
attention to the commodities which have not been subject to Govern- 
ment purchases during the past year to any extent. 

In the case of eggs, from 1957 to the same month in 1958—I made 
this about a month ago or a little better—the supply of eggs was down 

7 percent, and the price of eggs from one year - the next was up 33 
percent, or, as Bob Lewis, who used to be the Farmers Union Wash- 
ington news editor, once said: 

This indicates that the egg producer would be income dollars ahead if he 
took 1 out of 20 of his eggs and broke it on the henhouse wall. 

The all-meats figure, meats being substitutable for each other, the 
supply of all meats from 1957 to the same month of 1958 was down 6 
percent. The prices of meat received by farmers went up 28 percent. 

Early vegetables, market supply, were down 15 percent, according 
to the Secretary, and the price of farmers was up 50 percent. 

And, in the case of potatoes, the supply is down only 5 percent and 
the price is up 100 percent. 

Now, what is true of these other commodities is also true of manu- 
factured milk. 

If, somehow or other, farmers can arrange, in cooperation with each 
other, through the Government, or through some other device, or 
through some board that operates in connection with the Govern- 
ment, or whatever, just a small adjustment in the market supply of 
manufactured milk, can, without cost to the Federal Treasury, return 
a price for an income to milk farmers that is more nearly consistent 
with that earned by the other people in the economy. 

Now, I think that is the main point of what we are talking about 
here, Mr. Poage ; how to raise the income. 

Mr. Jounson. Are all these commodities that you have listed here 
commodities that are used domestically —there is no export? And 
they are mostly used in the United States ? 

Mr. Baxer. There is practically no ex port on those commodities. 
Their situation and that of milk is very similar, in economic terms. 

Mr. Anerneriy. Thank you very much, Mr. Christianson. We 
appreciate your and your association’s appearances this morning. 

May I inquire whether or not there 1s anyone in the room who has 
not been given an opportunity to testify and who would like to be 
heard ? 

( No response. ) 

Mr. AperNetHy. May I inquire of members of the committee 
whether or not there are any witnesses they desire to be called ? 

(No response. ) 

Mr. Apernetuy. I presume, then, there is none. 

Mr. Tewes. What about this new proposal now? Isn’t it fair that 
the other organizations be given an opportunity to examine it and come 
back in with their testimonies, so that it can have the same thorough 
examination ? 

Mr. ABERNETHY. Surely, if that is—— 

Mr. Jounson. Brother Tewes, I think it would be better if you 
went into executive session and heard from these other organizations 
on suggestions. 
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Mr. Anernetuy. If there is anyone the gentleman would like . 
have called to discuss this subject, if he wishes to suggest a day, I 
will be happy to do it. 

Mr. Tewes. I will withhold any suggestions I may have until | 
see how we are going to proceed here. 

Mr. Asernetuy. If there is no further testimony to be offered, then 
the committee will stand adjourned. 

HOUSE OF REPRESENTATIVES, 
Washington, D. C., May 13, 1958. 
Hon. HAro.tp D. Coo.ey, 
Chairman, Committee on Agriculture, 
Washington, D.C. 

DEAR Mr. CHAIRMAN: During the past several weeks a great many Vermonters 
have written me expressing their vigorous opposition to the Abernethy bill, H. R. 
10043, which is presently being considered by your committee. 

Representative of these communications is a telegram which came from the 
head of the Vermont Farm Bureau, Mr. Keith Wallace, the text of which is 
quoted below: 

“Would you place Vermont Farm Bureau on record with the House Agricul 
ture Committee as being opposed to the Abernethy bill? We feel that it would 
decrease consumption, increase production, and put the dairy industry in a 
straitjacket. It is not a self-help program, but a Government-controlled pro 
gram. Weare very heartily opposed to it.” 

I think that Mr. Wallace has stated succinctly and accurately the feelings of 
the dairy producers of my State regarding the Abernethy proposal and, on 
behalf of his organization and in the interest of our farmers, I earnestly request 
that you work for the defeat of this measure. 

Sincerely yours, 
WInsTON L, Proury. 





STATEMENT OF Harvey L. RICHARDS, Sk., HYGEIA DatrRy Co., HARLINGEN, TEX. 


My name is Harvey L. Richards, Sr. I have been in the milk business since 
1927, and have been head of Hygeia Dairy Co., of Harlingen, Tex., since 1934. 
I bring to the subcommittee the views of my associates and myself on weak- 
nesses in the Agricultural Marketing Agreement Act. 

The act now provides that marketing orders shall issue only if the Secretary of 
Agriculture finds that an order should issue upon the evidence introduced at a 
hearing. It has been our experience that this provision of the act is not working 
well. 

In the first place, opinions, hearsay statements, and speculations are too fre- 
quently resorted to by the Department and permitted by it to crowd out the 
factual evidence before it. 

For example, of the 8 criteria in subsection 18 of the act for adjusting parity, 
the first 6 appear to primarily and clearly involve the exercising of judgment 
upon the basis of known facts. It would not seem possible to make findings 
upon the other 2 criteria in this subsection without founding them, also, upon 
known facts although, in addition, an element of predicting future needs and 
interest is also involved in the latter 2 findings only. Subsection 18 says that 
the Secretary shall not increase the price of milk above parity until he has 
made findings upon these following eight matters: 

1. The price of feeds. 

2. The available supply of feeds. 

3. Other economic conditions which affect market supply of milk. 

4. Other economic conditions which affect market demand for milk. 

5. Other economic conditions which affect market supply of milk products. 
6. Other economic conditions which affect market demand for milk products. 
7. To insure a sufficient quantity of pure and wholesome milk. 

8. To be in the public interest. 

To this list could and, we think, should be added another factual core of 
evidence, and we say that it should be added because this subsection of ‘the 
act says that prior to the fixing of an above-parity price, the Secretary “shall 
ascertain the parity prices of such commodity.” I believe I am correct in saying 
that the Department has consistently refrained from introducing any evidence 
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of parity price at any hearing on a milk marketing order, and that the Secre- 
tary has never made a finding in any milk marketing order issued by him under 
the act as to what the parity price of milk was. In like manner the records 
have consistently failed to include the evidence of known facts bearing upon 
the other criteria contained in this subsection of the statute. 

Another instance of departmental disregard of the congressional mandate 
has to do with section 602 (1) of the act. The criterion for administrative 
action is set forth in section 602 (1) as being “* * * to establish and maintain 
* * * orderly marketing conditions * * *’ Unless the promulgation of an 
order is needed to establish and maintain orderly marketing conditions, it 
can hardly be said to tend to effectuate the declared policy of Congress as called 
for in subsection (4) of section 608e. This would seem to require a determi- 
nation upon the basis of known facts whether present marketing conditions 
in the area under consideration are orderly. If present marketing conditions 
are orderly this would dispense with a need to establish orderly conditions. 
It would seem questionable that proper interpretation of the congressional 
mandate would authorize the Secretary to forebear inquiry into the known 
facts of present marketing conditions, and embark on a course of predicting 
the future of orderly marketing conditions in a given area without bottoming 
on the sound basis of available known facts. 

The Department ought not to be permitted to ignore factual evidence before it. 
If, for example, past facts indicate a trend toward a decreasing need for regu- 
lation, the Department would not be justified in proceeding on the ground 
that the situation might grow worse. Governmental regulations for the future 
ought not to be fashioned from pure fantasy or speculation devoid of factual 
premise. In the instances where the Department has fallen into this error, it 
can usually be explained by the Department’s practice of treating sheer specu- 
lation as evidence. 

Congress is not unaware of this tendency. To help correct the situation, we 
are persuaded that subsection 4 of section 608c should be amended by elimi- 
nating the word “the” where it appears before the word “evidence” and by 
inserting in its place the words “reliable, probative, and substantial”. As you 
will recognize, these are words which Congress made use of wisely in the 
Administrative Procedure Act (5 U. 8. C. A., 1006 (c), and it should reverse 
a trend in the Department if Congress, by this proposed amendment, make 
this kind of evidence an unmistakable requirement under the Agricultural 
Marketing Agreement Act. Subsection 4 of section 608c, as it would appear 
when so amended, appears in the appendix attached to this testimony. 

In another respect, the language of subsection 4 of section 608c has very 
little relation to the realities of the situation. In this subsection as well as 
throughout the act, the fiction is indulged in that the “Secretary of Agriculture” 
will personally hear the evidence and personally make the findings and determi- 
nations leading up to the issuing of a marketing order, as well as personally 
make the intermediate and review decisions and judgments called for by the 
act. This seems to mean in theory, at least, that Congress reposes special 
confidence in the discretion and integrity of the occupant of the office of Secre- 
tary of Agriculture. It is well known that the Secretary of Agriculture on 
but rare occasions personally participates in marketing order proceedings or 
decisions, and rarely exercises in person the discretion vested in him by the 
act. The Department of Agriculture is one of those agencies, as the Supreme 
Court has said, having “such a volume of business, including cases in which a 
hearing is required, that the agency heads, the members of boards or com- 
missions, can rarely preside over hearings in which evidence is required” 
(345 U. S. 180). 

Many of us feel that when we lose contact with the Secretary of Agriculture 
as a person and as a responsible official, we are indeed lost. We agree with 
evidence presented to a subcommittee of Committee on Judiciary that “There 
is an idea that Mr. A heard the case and then it goes into this great building 
and mills around and comes out with a commissioner’s name on it but what 
happens in between is a mystery” (77th Cong. 1st sess., pp. 815-816). 

This problem, also, is not a new one to Congress. We believe it is not a 
desirable solution to this problem to permit the Secretary of Agriculture’s vast 
powers and discretions under the act to be delegated to subordinate hearing 
officers and other subordinates in the Department, many of whom contribute 
anonymously to decisions of far-reaching importance. 
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At the time Congress was considering the Administrative Procedure Act criti- 
cisms were leveled at this state of affairs, and Congress was encouraged then 
that the person who acted in the Secretary’s stead should be a person of stature, 
should be a known person, a person whose proceedings were open and aboveboard 
and clear to everybody so that there is no mystery about it, and we agree com- 
pletely with the view that persons dealing with governmental agencies such as 
the Department of Agriculture feel baffled and frustrated in presenting cases 
where it is known that the person to whom the argument is being presented is 
not going to be the person to make the decision in the matter. Such is invariably 
the condition of affairs in these marketing order hearings. 

Congress made an effort in section 11 of the Administrative Procedure Act. 
You thought at that tilme that your were setting up a system of independent 
hearing examiners “very nearly the equivalent of judges even though operating 
within the Federal system of administrative justice” (S. Doc. No. 82, 82d Cong., 
1st sess., p. 9). 

.We do not think it necessary to analyze here the subsequent history of this 
program. The point we would urge upon the Congress is that, since the Secretary 
of Agriculture cannot be expected to preside at the marketing order hearings, 
some change is necessary in the law. This change should provide for a* respon- 
sible person to hear the evidence and make the decisions. It should be a person 
who can maintain the independence appropriate to a quasi-judge, by freeing 
him from direct agency control. 

. As an approach to this need, we recommend specifically that the period at the 
end of the present subsection 4 of section 608¢c be changed to a comma and that 
the following proviso be added to the subsection—‘Provided, That whenever 
the Secretary of Agriculture is unable to preside in person at any such hearing 
it shall be held before, and the findings shall be made by, a hearing examiner 
appointed and designated as provided in section 11 of the Administrative Pro- 
cedure Act.” 

Some of the most serious abuses in the milk marketing program are found in 
the procedures followed by the Department in ascertaining whether the pro- 
ducers approve or disapprove a proposed marketing order. Resort is usually had 
to a referendum for this purpose. 

The purpose behind the congressional requirement that producers must approve 
before an order is promulgated was to provide a measure of local option and 
eontrol over the type of regulation to be promulgated. This was a wise pro- 
vision. Presumably Congress delegated to the Secretary of Agriculture the 
power to ascertain this approval because varying local conditions and needs 
made it utterly impractical to ascertain this approval at the congressional level. 

The first abuse we complain of here can be phrased in a number of different 
ways. It is perhaps accurate to refer to it as the “green pasture” approach. 
The producers in an existing Federal marketing area look longingly at an area 
which is not now subject to a marketing order. They reason among themselves 
that if this outside area is attached to their marketing area, their own costs 
of administration can be lowered, or their prices can be increased, or, most 
frequently, the outside producers can be made to absorb some of the losses 
attributable to existing overproduction in the marketing area. In either event, 
the motive behind the effort to “envelop” the outside territory into the marketing 
area is the selfish best interests of the producers who are already subject to regu- 
lation under the Federal marketing order program. 

The procedure established by Congress would require the Department to pro- 
pose a Federal marketing order in this new area, to conduct hearings upon such 
proposal, and to submit the question of regulation to the producers in the area 
newly to be regulated. 

The procedure developed by the Department in these “enveloping” situations 
has effectively bypassed the congressional plan in favor of one which disfranchises 
the:local unregulated producers and effectively keeps them from having any 
voice in the matter. 

The Department “insures” the success of its new regulatory adventure by a 
gerrymandering process. Instead of permitting the producers in the new area 
te. decide “for” or “against” a Federal marketing order for their area, the new 
territory is added to the existing Federal marketing area by an “amendment.” 
On this amendment, all the producers in the established Federal marketing order 
are allowed to vote, along with the producers in the outside area, with the result 
that the new territory would be in this manner subjected to Federal marketing 
order regulation even though every producer in the newly added territory voted 
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against such regulation. This is a tactic which, to our personal knowledge, 
has been employed in Massachusetts, in Arkansas-Missouri, in Mississippi, and 
in Texas, and in, perhaps, many other areas unknown to us. 

The vice in this situation is the permitting of producers who are already sub- 
ject to Federal regulation to have a voice in deciding whether other producers 
not subject to regulation shall be forced under Federal regulation against their 
wishes. The Department has, to a limited extent, recognized the justness of the 
principle we here advocate by inserting a provision in at least some of the 
marketing orders which has the effect of not permitting producers regulated 
under other Federal orders a voice in orders elsewhere. It is but a short, but 
very necessary, step from this departmental position to an amendment in the 
act which will extend and apply this principle universally. 

We specifically recommend in this connection that subsection (5) (B) (i) of 
section 608c be amended by inserting between the words “order” and the word 
“or” the following: “(and who are not already subject to regulation under the 
Federal marketing order program ).” 

We further specifically recommend that this same subsection be amended by 
inserting between the word “producers” and the word “who” as such words 
appear in the eighth line of said provision (i) (7 U. 8. C. A. 608e (5) (B) (i)) 
the following: “who are not already subject to regulation under the Federal 
marketing order program.” 

A copy of this subsection as it will read if so amended appears in the appendix 
attached hereto. 

There appears to be an undesirable doubt in the intent of Congress concerning 
the determining of producer approval or disapproval in these marketing-order 
proceedings. 

Congress has made it clear in the act that in certain types of marketing orders 
a different percentage of producer approval is to be obtained, before the order 
can be made effective, than is required in other types of marketing orders. In 
subsection 9 of section 608c we find a requirement for two-thirds approval by 
the producers, and in the type of order approval specified in subsection 5, the 
requirement is for three-fourths producer approval. 

It is not believed that Congress intended that there should be any difference 
in eligibility to vote on these alternative programs—and it is believed that Con- 
gress intended that the approval or disapproval of producers would be deter- 
mined in the same way under both programs, with the only difference being 
the percentage of approval required before making any such order effective. 

In subsection 9 (B) (i) you provided that the producers who were to have 
a voice were those who had been engaged “within the production area specified 
in such marketing agreement or order.” In subsection 5 (B) (i) the quoted 
language was, perhaps inadvertently, left out. 

It is too serious a question to be left unsettled, because the Department in- 
sists that it is not restricted to producers within the production area specified 
in such marketing agreement or order in determining producer approval under 
subsection 5 (B) (i). 

We specifically recommend in this connection that subsection 5 (B) (i) of 
section 608c be amended by inserting following the word “engaged” the follow- 
ing : “within the production area specified in such order.” 

There is an unfortunate disposition on the part of the Department to refrain 
from making use of adequate available facilities maintained by State author- 
ities, notwithstanding a clear congressional mandate to the Secretary of Agricul- 
ture to accept, utilize, and avail himself of such facilities (7 U. 8S. C. A. 610 (1) y: 

In a recent Texas decision, while the Secretary of Agriculture found that 
State checkweighing and butterfat testing services were available to producers 
(finding and conclusion No. 1, docket No. AO-259-A2) and 43 out of 45 identified 
producers in the 2-county area insisted that these facilities were adequate and 
all they needed, the order as promulgated for this area by the Secretary of 
Agriculture established a Federal system for checkweighing and butterfat 
testing the milk, taxing the cost thereof to the producers. 

The Secretary’s apparent excuse for duplicating the State facilities was that 
the State services could be obtained only upon a “request” basis. ‘The fact 
that the producers in question preferred to have State services on a “request” 
basis, rather than Federal services on a “paid” basis, was, apparently, given 
no consideration by the Secretary. 

This is one duplication of governmental services which should be stopped. 
We recommend specifically in this connection that subsection 5 (B) (i) of 
section 608c be amended by adding the following proviso: “Provided, That no 
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producer shall have any amounts deducted by a Federal market administrator 
for verification of weights, sampling, or testing of milk or the furnishing of 
market information if the producer is satisfied with like services available to 
him from the duly constituted authorities of any State or otherwise.” 

A copy of this subsection as it will read if so amended appears at page 1 of 
the appendix attached hereto. 

At a former hearing of this subcommittee, the attorney representing the 
Department seemed to rather frankly concede that the Department did not 
clearly understand the meaning of subsection 5 (G) of section 608¢ (statement 
by Clarence H. Girard, hearings before Subcommittee on Dairy Products, serial 
M, p. 72). 

At this same earlier hearing, the author of subsection 5 (G) (who was a 
former chairman of this subcommittee) stated that the language of subsection 
5 (G) was very Clear to him and that it meant “that there should not be any 
limitations or restrictions or penalties imposed on the shipment of milk from 
one production area to another area in the country. I feel that you, or who- 
ever passed judgment on this paragraph (G), did not comply with the intent 
of the Congress as I understood it, being the author of the amendment” (id. 
p. 73). 

Since this subsection was enacted, there have been tremendous developments 
in the handling and transportation of milk—‘* * * milk distribution business 
has expanded over wider areas. * * * Improved refrigeration and transpor- 
tation and the paper package have encouraged this expansion of sales areas 
* * * the handling of milk for fluid markets, however, does not fit one mold, 
and the regulation, if it is not to stifle normal economic development, must 
recognize the characteristics of the industry” (statement of H. L. Forest, hear- 
ings before Subcommittee on Dairy Products, serial M, p. 31). 

This subsection of the statute should be brought up to date and any uncer- 
tainty in its language should be eliminated. We specifically recommend in this 
connection that subsection 5 (G) of section 608c be amended by striking there- 
from the words “in the case of the products of milk” and by changing the 
period at the end of the subsection to a comma and adding the following: “or 
directly or indirectly restrict the movement of milk or milk products between 
any areas in the United States.” 

A copy of this subsection as it will read if so amended appears in the appendix 
attached hereto. 

Subsection 9 (A) of section 608c now requires the Secretary of Agriculture 
to make certain determinations which can only be based upon the evidence 
introduced at the hearing. Consistent with our previous discussion and recom- 
mendation on this point, if the Congress provides for hearing examiners of 
stature to preside at the hearing, then they should be the persons to make the 
determinations required by this subsection. 

We specifically recommend in this connection that subsection 9 (A) of section 
608c be amended by adding the following proviso: 

“Provided, That whenever the Secretary of Agriculture has not presided in 
person at the promulgation hearing, the determinations required in (A) and (B) 
hereof shall be made by the hearing examiner.” 

A copy of this subsection as it will read if so amended appears in the appendix 
attached hereto. 

We have previously urged that the vice in the present procedure for obtaining 
the approval or disapproval of producers to a proposed order is that producers 
who are already subject to regulation elsewhere are permitted to dominate 
the balloting and, by sheer force of numbers, impose Federal regulation in new 
areas where producers do not desire such regulation 

To make the act consistent throughout on this point, we specifically recommend 
that subsection 9 (B) (i) of section 608c be amended by adding the following 
language to such subsection as it now appears: “and who are not already 
subject to regulation under the Federal marketing-order program.” 

Subsection 9 (B) (i) as it will read if so amended appears in the appendix 
attached hereto. 

For the same reasons, it is specifically recommended that subsection 9 (B) (ii) 
of section 608c be amended by adding the following language to this subsection as 
it now appears: “and who are not already subject to regulation under the 
Federal marketing-order program.” 

Subsection 9 (B) (ii) as it will read if so amended appears in the appendix 
attached hereto. 
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Subsection 10 of the act is a provision intended to make certain that marketing 
orders can only be made applicable to persons who have had an opportunity to 
be heard at a hearing on the proposed regulation. 

This provision must, of course, be read in connection with subsection 3 of 
section 608c which requires the Secretary to “give due notice of and an 
opportunity for a hearing upon a proposed order.” Publication of notice in 
the Federal Register is regarded as compliance with this notice requirement. 

In practice, the Department is issuing marketing orders which are applicable to 
persons who have had no previous notice or intimation that would be the case. 

Illustrative of this, is a recent proceeding to extend Federal regulation to the 
two southernmost counties in the State of Texas. Notice was given to a hearing, 
such notice appearing in the Federal Register, and the hearing was well attended 
by interested people in the geographical area mentioned in the notice. 

When the order was promulgated it was determined by the Department that 
it was applicable to some 200 producers in the State of Minnesota and some 62 
producers in the State of Iowa. None of these Minnesota or Iowa producers 
had any previous notice or intimation that the proceedings being held in south 
Texas would result in regulations applicable to them. There was nothing in 
the notice published in the Federal Register which would give any such inti- 
mation. 

Prior to this regulation, these producers had sold considerable quantities of 
milk in the south Texas area. Subsequent to the promulgation of this regula- 
tion, they have been unable to sell such milk in such quantities without sub- 
jecting themselves to a south Texas regulation which they were reluctant to 
expose themselves to, and which they had no opportunity to be heard on. 

It is our view, of course, that the act does not authorize such cross-country re- 
sults or effects. Certainly this subsection 10 does not intend that an order shall 
be applicable to any persons who have had no notice or opportunity to be heard. 
The subsection should be amended to make this unmistakably clear. 

We specifically recommend in this connection that subsection 10 of section 608¢ 
be amended by inserting immediately after the words “specified in” the follow- 
ing words: “(to whom due notice has been given as provided in subsection 
3 hereof ).” 

Subsection 10 of section 608c as it will read if so amended appears in the 
appendix attached hereto. 

The dairy business is essentially a farm-to-market enterprise and traditionally 
the area which supplies milk to a consumer community is known as its “milk- 
shed.” 

Even the major distributing concerns which are currently and rapidly “na- 
tionalizing’ their operations have understood the need of recognizing each 
“milkshed” as a separate operation, with needs which must be treated separately 
from the needs of adjacent “milksheds.” 

This term “milkshed” is, however, an elastic term the size of which adjusts it- 
self automatically to the size of the population center to be served. 

It is because of these varying local needs that Congress has wisely refrained 
from attempting to establish legislatively a nationwide milk control system. 
The latest statistics which we have seen indicate that over a period of some 20 
years approximately two-thirds of the milk produced in the United States has 
avoided any form of Federal milk control. 

Rather than legislating directly on the matter, Congress delegated to the 
Secretary of Agriculture the responsibility of determining which local area 
recommended Federal control and which local area did not so recommend. 

To make certain that local considerations would not be lost sight of, Con- 
gress provided in subsection 11 (B) of section 608c that orders issued under 
the act should be limited in their application to the smallest area “which the 
Secretary finds practicable, consistently with carrying out such declared policy.” 

Because milk is of such essentially local character, we are at a loss to under- 
stand why Congress felt it necessary to provide in this same subsection 11 (B) 
that milk should be the only one of the commodities covered by the act to be 
excepted from this limitation on size. We think the considerations for this ex- 
ception should be reexamined. 

Of course, if the intendment here is that other commodities can be grouped for 
order purposes into regions larger than “milkshed” size, there would perhaps be 
no need for changing this subsection. If, on the other hand, the intendment is 
that milk is the only commodity to be without limitation on the size of its mar- 
keting area, we specifically recommend that subsection 11 (B) of section 608e 
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be amended by striking therefrom the words: “except in the case of milk and its 
products.” 

A copy of subsection 11 (B) as it will read if so amended appears in the 
appendix attached hereto. 

I recently had occasion to testify before the Select Committee of the House of 
Representatives on Small Business Problems. Although I have testified at other 
hearings before that committee, I have particular reference now to my testimony 
at its hearing in Washington in the latter part of April 1958, the record of which 
I presume is available to you. 

The gist of my testimony before that committee was that the administrative 
straitjacket which the Department of Agriculture is placing on the milk industry 
is favoring, I presume unintentionally, the major national milk-distributing com- 
panies at the expense of the independent, locally owned processor. These na- 
tional competitors have a fluidity in the matter of the location of their plants 
which is not available to the small, :ndependent, locally owned concerns. 

For example, the Department adheres to a rigid national pricing formula, bot- 
tomed in our south Texas area on a supposed north-to-south movement of milk 
from the Chicago area. In the considerable number of Federal marketing orders 
established between Chicago and our south Texas area, the prices established by 
the Department automatically increase as you travel south, on an almost strict 
mileage basis. 

As the situation operates against our company, I will use the city of Corpus 
Christi, Tex., as a comparison point. We will assume that our plant is 100 miles 
south of Corpus Christi and that our national competitor has a plant 100 miles 
north of Corpus Christi. Although we are both the same distance from the mar- 
ket we sell in, under the milk buying prices which the Department enforces 
against both of us, our national competitor can buy its milk cheaper than we can 
to the extent of a competitive advantage amounting to more than $50,000 per year, 
which it can spend for extra promotion, extra advertising, additional discounts 
to customers, and other competitive advantages aimed at putting us out of 
business. 

While I realize that the establishment of a business climate whieh facilitates 
the building up of the large organizations distributing nationally and the destruc- 
tion of the small independent locally owned concerns is not the direct responsi- 
bility of this subcommittee, I feel confident that the members of this subecommit- 
tee do not favor such a result, and there is something that this subcommittee 
can do in his respect. 

Subsection 11 (C) of section 608c contains certain safeguarding instructions to 
the Secretary of Agriculture. It requires the Secretary to “recognize” certain 
factors which the Congress felt strongly enough about to incorporate in the act. 
We think that Congress stands for the preservation of healthy competitive con- 
ditions, and we, therefore, specifically recommend that subsection 11 (C) of sec 
tion 608ce be amended by changing the period at the end of the subsection to a 
comma and adding the following language: “and the desirability of preserving 
healthy competitive conditions and the survival of small business enterprises.” 

Subsection 11 (C) of section GO8e as it will read if so amended appears in the 
appendix attached hereto. 

Subsection 12 of section 608c is the provision of the act which permits the Secre- 
tary to consider the approval or disapproval by a cooperative association of a 
proposed order as the action of its members. 

There have been critics who say that this provision has been abused. In some 
instances, it has been said thatthe managers or directors of cooperative associa- 
tions have acted on order proposals in a manner differing from the wishes of 
the members of the cooperative association. 

It is not our position that because of these abuses the provision should neces- 
sarily be repealed. We do think that unfortunately the language of this sub- 
section has been misconstrued both by the Department of Agriculture and by 
many others. This subsection has been pointed to as in itself giving the leader- 
ship of the cooperative associations the power to ignore the wishes of the rank- 
and-file members. 

As the members of this subcommittee well know, a cooperative association is 
the creature of the State which gave it birth. It is not within the power of 
the Federal Congress to legislate on the internal management affairs of a coopera- 
tive association. It would, in our opinion, be helpful for the Congress to make 
this clear. 

We specifically recommend in this connection that subsection 12 of section 608c 
be amended by changing the period at the end of the subsection to a comma and 
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adding the following language: “but nothing herein contained shall be construed 
as investing the managers or directors of any such cooperative association of pro- 
ducers with corporate powers other than those established under the laws of the 
State of its creation.” 

A copy of subsection 12 of section 608c as it will read if so amended appears at 
page — of the appendix attached hereto. 

There is a “good faith” provision in subsection 14 of section 608c which protects 
a handler from the imposition of the penalties specified in subsection 14 during 
the pendency of an administrative review proceeding. This period of protection 
is expressly fixed as beginning on the date the petition for review was filed with 
the Secretary and ending on the date upon which notice of the Secretary’s ruling 
thereon was given to the defendant. The existence of the protection is conditioned 
upon the court finding that the petition for review was filed and prosecuted in good 
faith and not for delay. 

As the subcommittee knows, subsection 15 (B) makes provision for a judicial 
review of the Secretary’s action on the administrative review. 

It is our feeling that the provision for judicial review is necessary if these 
proceedings are to be basically fair and in accordance with due process, and it is 
likewise our feeling that there is no just reason why the period of protection from 
the penalties provided in subsection 14 should not be extended through the period 
of judicial review, provided it was found by the court that the appeal was prose- 
cuted in good faith and not for delay. If it is in keeping with our sense of Amer- 
ican justice to make provision for judicial review, it would seem equally impor- 
tant that the citizen be protected against the imposition of penalties if he avails 
himself of his day in court. 

We specifically recommend in this connection that subsection 14 of section 608e 
be amended by striking the concluding phrase thereof beginning with the words 
“and the date” and ending with the words “of this section”, and by substituting 
in place thereof the following language: “and the final termination of such pro- 
ceedings as provided in subsection 15 (B) of this section.” 

A copy of subsection 14 of section 608c as it will read if so amended appears 
in the appendix attached hereto. 

The amendment we recommend pertaining to subsection 15 (A) is simply the 
technical one of conforming the various provisions of the act to our previous 
recommendations and discussions on hearing examiners. 

We specifically recommend in this connection that subsection 15 (A) of see- 
tion 60S (c) be amended by changing the period at the end of this subsection 
into a comma and adding the following proviso: “Provided, That whenever the 
Secretary of Agriculture is unable to preside in person at any such hearing it 
shall be held before, and the ruling shall be made by, a hearing examiner 
2ppointed and designated as provided in section II of the Administrative Proce- 
dure Act.” 

A copy of subsection 15 (A) of section 608e as it will read if so amended 
appears in the appendix attached hereto. 

Our proposal to amend subsection 17 of section 608¢ is of crucial importance, 
although it is logically and technically a necessary result of our previous dis- 
cussions and recommendations against the “enveloping” technique now prac- 
ticed by the Department. 

Subsection 17 provides for amendments to orders. Any idea that Congress 
intended the Department to use the amendment procedure to cut corners in 
establishing regulation in new areas seems negatived by its shortening the 
period of lawful notice of an amendment proceeding to 3 days. The “quickie” 
hearings so authorized seem obviously intended for repair and correction jobs 
and not for scrapping the fair referendum and other safeguards against unwise 
and undesired extension of Federal regulation. 

Whenever it is proposed that a new section of the country be placed under 
Federal milk-marketing controls, the producers in that area are entitled to all 
the protections and safeguards which Congress established. We cannot believe 
that Congress intended to allow the Secretary to thwart its intentions in this 
respect by resorting to “enveloping” new territory by amendment. 

The Department’s tactic in this respect cannot be justified by any claim of 
economy or efficiency of administration because once a separate marketing order 
has been validly approved by the producers for a newly regulated area, the two 
orders could be handled together for administrative economy and efficiency, as 
the Department is doing at the present time. 
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We have already touched on the disfranchising effect of this “enveloping” by 
amendment practice, in that the producers in the newly regulated area are 
overwhelmed by the numerical superiority of the producers in the existing 
marketing area. 

The fact that this disfranchising will be a permanent state of affairs is even 
more serious. These marketing orders require producer approval of changes 
from time to time, and the newly regulated producers occupy a permanent 
minority status on these matters. 

One illustration of the seriousness of this is indicated. Sound management 
of a milk plant requires that production be geared to consumer demand. If 
more milk is produced than the public can buy (which is now a national prob- 
lem) some of it may be wasted or manufactured into byproducts with the result 
that the farmer receives less for such milk. Some plants do not practice this 
kind of management and their level of prices to farmers will be considerably 
lower than the better managed plants. 

The Department handles this situation sometimes by putting in a marketwide 
pool which levels the price, penalizing the prudent producer and encouraging 
gross overproduction by those who have no interest in sound economy. ‘This is 
one of the things which can only be done with producer approval, and it is a 
serious thing to put minority producers in a position where they will have no 
voice in matters of this kind. 

There is no just reason why the rules with respect to producer approval or 
disapproval should be different in “original” marketing order proceedings than 
“amendment” marketing-order proceedings. We are of the conviction that Con- 
gress should remove the temptation to resort to the “quickie” disfranchising 
amendment route for the extending of Federal regulation to new territory by 
making the rules with respect to producer approval or disapproval the same in 
“amendment” marketing-order procedings as they are in “original” marketing 
order proceedings. 

lu apn effort to accomplish this, we recommend specifically that subsection 17 
of section 608e be amended by changing the period at the end of this subsection 
to a comma and by adding the following language: “And further provided, That 
wl enerer an amendment proceeding is made use of to envelop new territory 
into an existing Federal marketing urea, the Secretary, before promulgating 
such amendment, shall first determine in the manner provided in this Act 
whether the issuance of such amendment is approved by the requisite percentage 
of the producers being newly placed under regulation. For the purpose of de- 
termining whether such requisite approval exists, the votes of the producers 
being newly placed under regulation shall be tabulated separately and in the 
Same Manner as though marketing regulation of the new territory had been 
proposed as an original proceeding under subsection 3 hereof.” 

A copy of subsection 17 of section 608e as it will read if so amended appears 
in the appendix attached hereto. 

There bas been an unfortunate arrangement of the wording in subsection 18 
of section 608c which has brought about an undesirable latitude in the applita- 
tion of this subsection. The precise words to be considered are: “in the market- 
ing area to which the contemplated marketing agreement, order, or amendment 
relates.” The words have important significance in that they require the Secre- 
tary, in determining the type of regulation and prices to be established, to 
redicate same upon conditions “in the marketing area to which the contem- 
plated marketing agreement, order, or amendment relates.” 

Here, again, the Department ought not to be permitted to ignore factual evi- 
jence concerning the conditions “in the marketing area to which the contem- 
plated marketing agreement, Order, or amendment relates” but such evidence is 
in practice frequently ignored. Here, again, the conditions in the local market- 
ing area are known facts which can be readily established by competent evidence. 

In ignoring these local factors and conditions, the Department customarily has 
recourse to statistics and factors and conditions and prices obtaining in other 
parts of the country. Our complaint in this particular is not that some of these 
other factors and statistics are no legitimately receivable in evidence, but that 
they should not be permitted to displace the local factors and conditions called 
for in this subsection of the act. 

If the Department finds any justification in the act for its course of conduct 
in this respect, it comes from an unfortunate arrangement of the words in this 
subsection. 
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For better emphasis, and for the purpose of clarifying the congressional man- 
date, We specifically recommend in this connection that subsection 18 of section 
608c be amended by removing the words “which affect market supply and de- 
mand for milk or its products” from the place where they now appear in the 
second sentence of this subsection, and by restoring these same words at the end 
of this same second sentence. 

For the same purpose, we recommend that these same words, “which affect 
market supply and demand for milk or its products,” be again removed from 
the place where they now appear in the third sentence of this subsection, and 
by inserting these same words immediately after the word “relates” in this same 
third sentence. 

With further reference to subsection 18 of section 608c, we express the belief 
that the Agricultural Marketing Agreement Act would not have been enacted 
by Congress without its declaration of policy which we now find at title 7, 
United States Code Annotated, section 602. Included in this declaration of 
policy is the following: “It is declared to be the policy of Congress * * * to 
protect the interest of the consumer.” 

Whenever the Secretary raises the price of milk to an above-parity level, 
acting under subsection 18, he is taking action which has a most direct bearing 
on the interest of the consumer. It is our conviction that the Secretary should 
be required to weigh “the interest of the consumer” along with all other factors 
before establishing any milk price above the level of parity, and that any such 
price should be influenced by “the interest of the consumer.” 

We therefore specifically recommend in this connection that subsection 18 of 
section 608¢c be amended by striking the word “and” where it last appears in 
the third sentence of such subsection, by changing the period at the end of such 
third sentence to a comma and by adding the following words: “and protect 
the interest of the consumer.” 

Much testimony has been brought before this subcommittee on a previous 
occasion complaining that the Department’s pricing policies under its milk- 
marketing orders is contributing to the costly national surplus of milk (hear- 
ings before the Subcommittee on Dairy Products, 84th Cong., 1st sess., April 19, 
1955, through May 6, 1955, serial M). 

If we consider each marketing order as a sort of “milk factory,” the situation 
can be likened to a departmental policy which encourages, by its pricing pro- 
visions, each of its “milk factories” to produce its maximum output regardless 
of the supply which may already exist elsewhere. 

It might fairly be suggested that the policy of the Department in this respect 
is a “horse and buggy” policy—that the Department has perhaps not kept pace 
with modern developments in the refrigeration and transportation of milk. 

The Department undertakes to justify its policy by pointing to the words 
in subsection 18 of section 608c that the Secretary’s prices in each marketing 
order shall “insure a sufficient quantity of pure and wholesome milk.” The 
language quoted does not say that the Secretary’s pricing policies shall produce 
a sufficient quantity of locally produced milk, but this language is pointed to 
as meaning that the goal in each marketing area should be the increasing of 
its production to its maximum needs. 

It is, of course, common knowledge that many areas of the United States 
have a permanent surplus of milk. These areas have no local consumer popu- 
lation to utilize this milk production, and they must depend on marketing their 
milk in the areas of greater consumer population. It is simple arithmetic to see 
that each self-sufficient marketing area developed by the Department destroys 
a potential outlet for the already existing oversupply of milk and, in fact, helps 
to swell this oversupply by adding to it the overproduction built up by the 
Department in the Federal marketing areas. 

I am sure the Congress realizes that it must eventually come to grips with 
these national surpluses in general, and with the surplus of dairy products in 
particular. In the meantime, there is a simple amendment to subsection 18 of 
section 608e which will be helpful. 

In wording this proposed amendment, we have referred to the definitions of 
“total supply” and “normal supply” as they are found in title 7, United States 
Code Annotated, section 1428. 

In the last preceding recommendation, we proposed the addition of a phrase 
to the third sentence of subsection 18 of section 608ce. We now specifically ree- 
ommend that this amended third sentence be further amended by adding the 
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following proviso: “Provided, That the requirement that the prices fixed under 
this subsection shall ‘insure a sufficient quantity of pure and wholesome milk’ 
shall be disregarded so long as the total supply of milk in the United States 
shall exceed the normal supply thereof.” 

There is one further amendment which should be made to subsection 15 
for the purpose of bringing the whole act in conformity on the use of properly 
appointed and designated hearing examiners. In this connection, we specifically 
recommend that subsection 18 of section 608c be amended by changing the 
period at the end of this subsection to a comma and by adding the following 
proviso: “Provided, That whenever the Secretary of Agriculture has not presided 
in person at a hearing under this section, the findings called for by this sub- 
section shall be made by a hearing examiner appointed and designated as pro- 
vided in section 11 of the Administrative Procedure Act.” 

Subsection 18 of section 608c, as it will read if the several amendments thereto 
proposed by us are adopted, appears in the appendix attached hereto. 

We repeatedly encounter statements by the Department’s attorneys and other 
representatives that it is entirely discretionary with the Secretary of Agriculture 
whether he conducts a referendum or not in connection with a milk-marketing 
order. 

As justification for this position, the Department points to the word “may” 
as it appears in subsection 19 of section 608c. The courts have wisely held 
that this “may” is a mandatory word when a duty is imposed upon a public 
officer (Wilson v. United States, 135 Fed. 2d, 1005, 1009). 

However, we recommend that any uncertainty in this respect be eliminated 
by an amendment to subsection 19 of section 608c by substituting the word 
“shall” for the word “may.” 

Subsection 19 contains a word which, to us, is one of ambiguous meaning. 
The word is “represented” and it is used in the context of whether a sufficient 
percentage of the producers “represented” in the referendum have approved 
the proposed order. 

Ustablishing Federal milk-marketing control is a decision of grave importance 
to every producer affected. It is not the kind of a decision to be arrived at 
by default and every encouragement should be given to have full producer 
participation in the decision. 

It does not seem to be asking too much to insist that the approval of the 
requisite percentage of all eligible producers be a condition precedent to the 
promulgation of any order, and we recommend that this be made a clear re- 
quirement of the act, and suggest that this may be accomplished by striking 
in its entirety the second sentence of subsection 19. 

Subsection 19 of section 608c, as it will read if so amended, appears in the 
appendix attached hereto. 

APPEN DIX 


(Notr.—Proposed amendments are printed in italic; proposed deletions are 
enclosed in black brackets. ) 

Src. 608c. * * * 

* oa ‘ * tk a * 

(4) After such notice and opportunity for hearing, the Secretary of Agricul 
ture shall issue an order if he finds, and sets forth in such order, upon reliable, 
probative, and substantial evidence introduced at such hearing (in addition to 
such other findings as may be specifically required by this section) that the issu- 
ance of such order and all of the terms and conditions thereof will tend to effectu- 
ate the declared policy of sections 601-608, 608a, 608b, 608c, 6OS8d—612, 613, 
614-619, 620, 623, and 624 of this title with respect to such commodity, Provided, 
that whenever the Secretary of Agriculture is unable to preside in person at any 
such hearing it shall be held before, and the findings shall be made by, a hearing 
examiner appointed and designated as provided in section 11 of the Admin- 
istrative Procedure Act. 

o. * * * * * ke 

(5) (B) (i) for the payment to all producers and associations of producers 
delivering milk to the same handler of uniform prices for all milk delivered 
by them: Provided, That, except in the case of orders covering milk products 
only, such provision is approved or favored by at least three-fourths of the 
producers who, during a representative period determined by the Secretary of 
Agriculture, have been engaged within the production area specified in such 
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order in the production for market of milk covered in such order (and who are 
not already subject to regulation under the Federal marketing-order program) 
or by producers who are not already subject to regulation under the Federal 
marketing-order program and who, during such representative period, have pro- 
duced at least three-fourths of the volume of such milk produced for market 
during such period ; the approval required hereunder shall be separate and apart 
from any other approval or disapproval provided for by this section; or 
* * %* Ea * * * 

(5) (E) Providing (i) except as to producers for whom such services are 
being rendered by a cooperative marketing association, qualified as provided 
in paragraph (F) of this subsection, for market information to producers and 
for the verification of weights, sampling, and testing of milk purchased from 
producers, and for making appropriate deductions therefor from payments to 
producers: Provided, That no producer shall have any amounts deducted by a 
Federal marketing administrator for verification of weights, sampling, or testing 
of milk or the furnishing of market information if the producer is satisfied with 
like services available to him from the duly constituted authorities of any State 
or otherwise, and 

a oe * ae x * cd 


(5) (G) No marketing argreement or order applicable to milk and its prod- 
ucts in any marketing area shall prohibit or in any manner limit, [in the case 
of the products of milk,] the marketing in that area of any milk or product 
thereof produced in any production area in the United States, or directly or in- 
directly restrict the movement of milk or milk products between any areas in 
the United States. 


eo * Bs * * s a 

(9) (A) That the refusal or failure to sign a marketing agreement (upon 
which a hearing has been held) by the handlers (excluding cooperative associa- 
tions of producers who are not engaged in processing, distributing, or shipping 
the commodity or product thereof covered by such order) of more than 50 per 
centum of the volume of the commodity or product thereof (except that as to 
citrus fruits produced in any area producing what is known as California citrus 
fruits said per centum shall be 80 per centum) specified therein which is pro- 
duced or marketed within the production or marketing area specified therein 
tends to prevent the effectuation of the declared policy of the sections 601-608, 
608a, 608b, 608c, 608d-612, 613, 614-619, 620, 623, and 624 of this title with 
respect to such commodity or product: Provided, That whenever the Secretary 
of Agriculture has not presided in person at the promulgation hearing, the deter- 
minations required in (A) and (B) hereof shall be made by the hearing 
eraminer, and 

(9) (B) (i) By at least two-thirds of the producers (except that as to citrus 
fruits produced in any area producing what is known as California citrus fruits 
said order must be approved or favored by three-fourths of the producers) who, 
during a representative period determined by the Secretary, have been engaged, 
within the production area specified in such marketing agreement or order, in the 
production for market of the commodity specified therein, or who, during such 
representative period, have been engaged in the production of such commodity 
for sale in the marketing area specified in such marketing agreement, or order, 
and who are not already subject to regulation under the Federal marketing- 
order program ; or 

(ii) By producers who, during such representative period, have produced for 
market at least two-thirds of the volume of such commodity produced for mar- 
ket within the production area specified in such marketing agreement or order, 
or who, during such representative period, have produced at least two-thirds of 
the volume of such commodity sold within the marketing area specified in such 
marketing agreement or order, and who are not already subject to regulation 
under the Federal marketing-order program. 

(10) No order shall be issued under this section unless it regulates the handling 
of the commodity or product covered thereby in the same manner as, and is made 
applicable only to persons in the respective classes of industrial or commercial 
activity specified in (to whom due notice has been given as provided in subsec. 3 
hereof), a marketing agreement upon which a hearing has been held. No order 
shall be issued under sections 601—608, 608a, 608b, 608c, 608d—612, 613, 614-619, 
620, 623, and 624 of this title prohibiting, regulating, or restricting the advertis- 
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ing of any commodity or product covered thereby, nor shall any marketing 
agreement contain any provision prohibiting, regulating, or restricting the adver- 
tising of any commodity or product covered by such marketing agreement. 

* * * * * * ” 


(11) (B) [Except in the case of milk and its products,] orders issued under 
this section shall be limited to their application to the smallest regional produc- 
tion areas or regional marketing areas, or both, as the case may be, which the 
Secretary finds practicable, consistently with carrying out such declared policy. 

(11) (C) All orders issued under this section which are applicable to the 
same commodity or product thereof shall, so far.as practicable, prescribe such 
different terms, applicable to different production areas and marketing areas, 
as the Secretary finds necessary to give due recognition to the differences in 
production and marketing of such commodity or product in such areas, and 
the desirability of preserving healthy competitive conditions and the survival of 
small business enterprises. 

(12) Whenever, pursuant to the provisions of this section, the Secretary is 
required to determine the approval or disapproval of producers with respect to 
the issuance of any order, or any term or condition thereof, or the termination 
thereof, the Secretary shall consider the approval or disapproval by any coopera- 
tive association of producers, bona fide engaged in marketing the commodity or 
product thereof covered by such order, or in rendering services for or advancing 
the interests of the producers of such commodity, as the approval or disapproval 
of the producers who are members of, stockholders in, or under contract with, 
such cooperative association of producers, but nothing herein contained shall be 
construed as investing the managers or directors of any such cooperative asso- 
ciation of producers with corporate powers other than those established under 
the laws of the State of its creation. 

* * * » * * * 


(14) Any handler subject to an order issued under this section, or any officer, 
director, agent, or employee of such handler, who violates any provision of such 
order (other than a provision calling for payment of a pro rata share of expenses) 
shell, on conviction, be fined not less than $50 or more than $500 for each such 
violation, and each day during which such violation continues shall be deemed 
a separate violation: Provided, That if the court finds that a petition pursuant 
to subsection (15) of this section was filed and prosecuted by the defendant in 
good faith and not for delay, no penalty shall be imposed under this subsection 
for such violations as occurred between the date upon which the defendant’s 
petition was filed with the Secretary and the final termination of such proceed- 
ings as provided in subsection 15 (B) of this section. 

(15) (A) Any handler subject to an order may file a written petition with the 
Secretary of Agriculture, stating that any such order or any provision of any 
such order or any obligation imposed in connection therewith is not in aceord- 
ance with law and praying for a modification thereof or to be exempted therefrom. 
He shall thereupon be given an opportunity for a hearing upon such petition, in 
accordance with regulations made by the Secretary of Agriculture, with the 
approval of the President. After such hearing, the Secretary shall make a ruling 
upon the prayer of such petition which shall be final, if in accordance with law: 
Provided, That whenever the Secretary of Agriculture is unable to preside in 
person at any such hearing it shall be held before, and the ruling shall be made 
by, @ hearing examiner appointed and designated as provided in section 11 of the 
Administrative Procedure Act. 

* s * * ca * 

(17) The provisions of this section and section 608d of this title applicable 
to orders shall be applicable to amendments to orders: Provided, That notice 
of a hearing upon a proposed amendment to any order issued pursuant to this 
section, given not less than three days prior to the date fixed for such hearing, 
shall be deemed due notice thereof: And further provided, That whenever an 
amendment proceeding is made use of to envelop new territory into an existing 
Federal marketing area, the Secretary, before promulgating such amendment, 
shall first determine in the manner provided in this Act whether the issuance of 
such amendment is approved by the requisite percentage of the producers being 
newly placed under regulation. For the purpose of determining whether such 
requisite approval exists, the votes of the producers being newly placed under 
regulation shall be tabulated separately and in the same manner as though 
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marketing regulation of the new territory had been proposed as an original pro- 
ceeding under subsection 3 hereof. 

(18) The Secretary of Agriculture, prior to prescribing any term in any 
marketing agreement or order, or amendment thereto, relating to milk or its 
products, if such term is to fix minimum prices to be paid to producers or asso- 
ciations of producers, or prior to modifying the price fixed in any such term, 
shall ascertain the parity prices of such commodities. The prices which it is 
declared to be the policy of Congress to establish in section 602 of this title 
shall, for the purposes of such agreement, order, or amendment, be adjusted 
to reflect the price of feeds, the available supplies of feeds, and other economic 
conditions in the marketing area to which the contemplated marketing agree- 
ment, order, or amendment relates which affect market supply and demand for 
milk or its products. Whenever the Secretary finds, upon the basis of the evi- 
dence adduced at the hearing required by section 608b of this title or this section, 
as the case may be, that the parity prices of such commodities are not reasonable 
in view of the price of feeds, the available supplies of feeds, and other economic 
conditions in the marketing area to which the contemplated agreement, order, 
or amendment relates which affect market supply and demand for milk and its 
products, he shall fix such prices as he finds will reflect such factors, insure a 
sufficient quantity of pure and wholesome milk, be in the public interest, and 
protect the interest of the consumer: Provided, That the requirement that the 
prices fired under this subsection shall “insure a sufficient quantity of pure and 
wholesome milk” shall be disregarded so long as the total supply of milk in the 
United States shall exceed the normal supply thereof. Thereafter, as the Sec- 
retary finds necessary on account of changed circumstances, he shall, after due 
notice and opportunity for hearing, make adjustments in such prices: Provided, 
That whenever the Secretary of Agriculture has not presided in person at a 
hearing under this section, the findings called for by this subsection shall be 
made by a hearing examiner appointed and designated as provided in section 
11 of the Administrative Procedure Act. 

(19) For the purpose of ascertaining whether the issuance of an order is 
approved or favored by producers, as required under the applicable provisions 
of sections 601-608, 608a, 6O8b, 608c, GOSd-—612, 613, 614-619, 620, 623, and 624 
of this title the Secretary shall conduct a referendum among producers. [The 
requirements of approval of favor under any such provision shall be held to be 
complied with if, of the total number of producers, or the total volume or pro- 
duction, as the case may be, represented in such referendum, the percentage 
approving or favoring is equal to or in excess of the percentage required under 
such provision.] Nothing in this subsection shall be construed as limiting 
representation by cooperative associations as provided in subsection (12) of 
this section. 


MASSACHUSETTS DAIRY COMMITTEE, 
May 23,1958. 
Representative HARoLp D, CooLey, 
House Agricultural Committee, 
House of Representatives, Washington, D. C. 

DEAR REPRESENTATIVE CooLey: It has been brought to my attention that your 
House Agricultural Committee is now considering the dairy production control 
and tax plan, H. R. 10043. 

My reason for writing you is to let you know that on Friday, April 11, 1958, 
the Massachusetts Dairy Committee, which is the committee that represents the 
dairy industry of the State, voted unanimously in opposition of this legislation. 
The part of the measure that concerned our committee the most was that which 
placed in the hands of a board operating as a monopoly the power to tax milk 
producers to any limit that the supply of any given year might require. Our 
committee was also greatly concerned with the milk-production control and cow- 
quota aspects of the legislation, and felt that after administrative costs which 
would be necessarily high, in addition to the costs of operating the program losses 
and other costs, would add up to an ultimate reduced net income to a dairy 
farmer. 

On behalf of the Massachusetts Dairy Committee, may I respectfully request 
your House Agricultural Committee’s adverse report on this legislation? 

Yours very truly, 
FRANK C, Davis, Chairman. 
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MICHIGAN FARM BUREAU, 
Lansing, Mich., May 26, 1958. 
Hon. Harop D. Coo.ey, 
Chairman, House Committee on Agriculture, 
House Office Building, Washington, D.C. 

DEAR Mr. Coo_ey: We would like to register the affirmative interest of Michi- 
gan Farm Bureau, with more than 70,000 farm-family members, in efforts on 
the part of the dairy industry to promote its markets and to make it possible for 
farm families to earn the highest possible net income. 

We feel that the passage at this time of H. R. 10043 (the so-called dairy self- 
help plan) would not be in the best interest of dairy farmers and agriculture in 
general. 

We have provided Michigan Farm Bureau members with information present- 
ing the various points of view on this measure and expect that as farmers become 
better informed on the program, they will reflect their thinking in county farm 
bureau action during the annual meetings in October, These recommendations 
would be crystallized at the Michigan Farm Bureau annual meeting, which will 
bring together more than 700 voting delegates November 11 and 12, 1958. 

Among the unanswered questions at this time are 

1. How quotas would be figured. 

2. How the milk production tax would be levied and paid. 

3. What exemption might be expected for the small, but efficient, dairy 
producer. 

4. What hardship cases might be given base adjustments. 

5. What the total effect would be on dairy income and dairy markets. 

6. The matter of voting rights is also of considerable concern. 

Action on this bill at this time would be premature. It would prevent dairy 
farmers, and other farmers whose crops would be subjected to production pres- 
sures as dairy quotas are imposed, from giving consideration to the provisions of 
the measure. As has been pointed out by farm people, if the measure is good 
for the dairy industry and for agriculture, there is no need to rush the legislation 
through in haste. 

We appreciate the opportunity to present our concern to your committee. 

Sincerely, 
DAN E. REEp, 
Associate Legislative Counsel. 


RHODE ISLAND ASSOCIATION OF FARMERS, INC., 
Saunderstown, R.I., May 26, 1958. 
Congressman Haroitp D. Cooley, 
Chairman, House Agriculture Committee, 
House of Representatives, Washington, D. C. 


DEAR CONGRESSMAN CooLtey: The Rhode Island Association of Farmers, Inc., 
would like to register its opposition to H. R. 10048, the so-called dairy self-help 
plan. In our opinion, there has not been a bill in Congress for quite some time 
that caused such concern to Rhode Island dairy farmers as has the bill that your 
committee is now considering. 

Reasons for our opposition of H. R. 10043: 

1. The Dairy Stabilization Board, made up of 15 producers, would dictate 
prices, control production, set tax rates, and spend tax money as it saw fit, without 
control by Congress or the Secretary of Agriculture. Thisis a powerful monopoly, 
protected by the Government to the benefit of certain segments of the milk indus- 
try and the detriment of the majority. We are opposed to such monopoly powers. 

2. A guaranteed high-level price, as this plan has proposed, will stimulate pro- 
duction greatly and would bring about production controls resulting in more 
producers, higher costs, and lower average volumes per farm. As production per 
cow continues to increase farms would have to cut back on cow numbers. We are 
opposed to production controls. 

3. Administration would be costly and difficult to inspect and enforce this pro- 
gram on dairy farms and plants that are small and scattered throughout the 
country. 

4. Consumers would show reluctance at higher retail costs and the domestic 
market would shrink with increased surpluses, 
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5. Tax of 25 cents per hundredweight would be insufficient to offset expendi- 
tures, and, therefore, a greater tax would be levied. It is doubtful if this plan 
would improve the favorable price that Rhode Island has maintained over the 
years, due to the expense of making milk in this State. With the above tax levied, 
plus trucking charges, co-op dues, support of ADA, and dairy council deductions, 
and the payment of bulk tanks, it will leave the dairy farmers of Rhode Island 
with a much smaller milk check, thus forcing them out of business. 

We can see nothing to be gained (and much to lose) by this so-called self-help 
plan, and believe that this is misnamed, for it could be better called a tax and 
production control plan. 

We strongly urge that your committee reject H. R. 10043. 

Sincerely yours, 
Dean C. Smitu, Evrecutive Secretary. 


FENNIMORE, Wis., May 19, 1958. 
OHAIRMAN, AGRICULTURE COMMITTEE, 
House of Representatives, Washington, D. C.: 


We urge passage of H. R. 12053. 
Preston Darry Co-op. 


(Thereupon, at 11:50 a. m., the subcommittee adjourned, subject to 
the call of the Chair.) 


x 





